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General 


Spokesman Hopes U.S. ‘Pragmatic’ in IPR Talks 


HK1602141395 Beijing ZHONGGUO XINWEN SHE 
in Chinese 1226 GMT 16 Feb 9S 


{[FBIS Translated Text] Beying. 16 Feb (ZHONGGUO 
XINWEN SHE)—Chinese Foreign Ministry Spokesman 
Chen Joan said at a news briefing this afternoon that 
China hopes that the Sino-U.S. talks on inteilectual 
property rights [IPR] protection will be a success. As long 
as the Unned States is pragmatic and adopts—along 
with China—an aititude of mutual benefit, under- 
standing. and concessions, the talks should produce 
success. Threatening to apply sanctions does not heip 
resolve problems. 


Chen Jian said this in reply to a reporter's question about 
the ongoing round of consultations between China and 
the United States on the protection of \PRs. 


He reiterated: As 1 has always done in tise past, China 
will participate in this round of consultations in a 
positive, pragmatic, and scrious manner. He hoped that 
the United States, like China, would also adopt a prag- 
matic and constructive attitude. and would seriously 
pursue the consultations on the basis of mutual respect, 
equality and mutual! benefit, understanding. and conces- 
sions, $0 as te resolve this problem properly. 


Chen Jian said: A trade war between China and the 
United States benefits neither side, and should be ener- 
getically avoided. Protecting IPRs conforms with 
China's economic needs, as well as its scientific and 
technological development. There ts no tundamental 
difference between China and the United States on the 
general direction of protecting IPRs. The reason there 
are differences—or why the differences have been 
depicted as so sharp-—is that the United States has been 
entertaining expectations that are impractical, and are 
beyond the actua! ‘evel of China's economic develop- 
ment concerning the extent of China's IPR protection. 
Some of the demands made by the United States cannot 
possibly be met by China, would not be agreed by 
Western developed countries, and cannot be fulfilled 
even by the United States itself. 


Chen Jian believes that there are extensive ties and 
cooperation between China and the United States in the 
political, economic, and other fields, and their trade and 
economic cooperation complement and benefit each 
other. There are extensive common interests between 
China and the United States in many areas. Although 
there are differences un such problems as the protection 
of IPRs, they are the results of different social systems 
and tevels of economic development. He said: China and 
the United States should work hard to overcome differ- 
ences and difficulties in order to put bilateral ties on the 
track of healthy and stable development. 
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Expert Discounts ‘China Threat’; Praises Nuclear 
Restraint 
HK1702111495 Hong Kong AFP in Enelish 1080 GMT 
17 Feb 95 


[FBIS Transcribed Text] Betyg, Feb 17 (AFP}-A Chi- 
nese arms contro! expert rejected Friday the western 
concept of the “China Threat,” while praising Being’s 
“restrained” attitude to nuclear testing and its calls for 
the destruction of such weapons. The China Threat 
concept—which paints an increasingly rich and powerful 
Chira as a potential regional military bully—*originated 
in a faraway place and they have a big mass media.” the 
expert, who requested anonymity, said in a clear refer- 
ence to the United States. ““We are tired of those allega- 
tions,” he said, pointing to history as showing that China 
has been “the victim of aggression and occupation.” 


“China's position is that this little nuclear power won't 
pose a threat to anybody.” he said. adding that Bet ing 
had been considered as a target of US and Russian 
nuclear weapons on at least two occasions during the 
Cold War. This prompted 11 to launch tts own pro- 
gramme to ensure that “it should not be blackmailed,” 
he said, but stressed that Being had pledged never to 
use nuclear weapons offensively when it tested its first 
such device in 1964. He urged other nuclear powers—the 
United States, Russia, France am! Britain—to make 
similar “no-first use” pledges, saying this was tiic “crux” 
of the nuclear issue in the post-Cold War period. 


He expressed support for the extension of the Nuclear 
Non- Proliferation Treaty (NPT), tc be discussed in 
April in Geneva, 25 years after its signing. “But a mere 
extension of NPT .. is obviously not sufficient.” he 
added. 


On the contreversial issue of nuclear testing, he reiter- 
ated Beijing's stance that it would “continue to adopt 
such a restrained attitude” untii a comprehensive test 
ban treaty was agreed. China says such a treaty should be 
signed no later than 1996, but refuses in the meantime to 
join an international moratorium observed by other 
nuclear powers since 1992, arguing that it has carried out 
far fewer tests than other nuclear powers. It conducted 
its 4} st test at its Lop Nor site in northwestern Xinjiang 
in October. The United States has carried out nearly 950 
tests, Russia about 600, France about 200 and Britain 
about 60. “Once the treaty 1s concluded and it enters into 
force, China will certainly abide by it and carry out no 
more tests,” the expert said. 


He also expressed China's support for sales of technology 
for nuclear power plants to Iran, saying the Middle Fast 
state was “entitled to peaceful use of nuclear energy” 
under the terms of the NPT. China, in February !993, 
signed ati agreement to build two 300-megawatt nuclear 
reactors, but no final contract has yet been signed. 
Moscow is also negotiating with Tehran. The United 
States has objected to the Chinese and Russian moves, 
despite the fact that Iran is an NPT signatory. “Iran is 
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entitled to have the mght to nuclear technology. ... So 
China 1s helping them and Russia is also helping them,” 
the expert said, adding that all sales of “Chinese mate- 
rial, equipment and technology provided to Iran for 
nuclear reactors will be under strict safeguard of the 
IAEA.” 


Li Peng Meets UN Under Secretary General 


OW 1702121395 Beijing XINHUA in English 1200 
GMT 17 Feb 95 


{|FBIS Transcribed Text] Beijing, February 17 (XIN- 
HU A}—Chinese Premier Li Peng called for closer coop- 
eration between China and the United Nation Popula- 
tion Fund (UNFPA) while talking with a high-ranking 
UN official here today. 


Li made the call when meeting with Nafis Sadik, UN 
Under Secretary-General and concurrently Executive 
Director of UNFPA. 


As an economically underdeveloped country, China 
would continue to take the family-planning policy as one 
of the basic national policies, Li said. In this aspect, the 
most important work would be to help people accept the 
concept of family planning so as to make the policy being 
implemented conscientiously. 


China and UNFPA have had effective cooperation over 
the past 15 vears. Li said, noting in the future they 
should continue to strengthen the friendly cooperative 
relations on the basis of equality and mutual respect. 


Li thanked UNFPA’s help im China's population and 
family planning efforts. 


Sadik said UNFPA was happy about the success China 
had achieved in family planning. She hoped that China 
would achieve new progress in implementing the resolu- 
tions of the Cairo conference on population and devel- 
opment heid last year. China should also sum up its 
experience in this regard for elsewhere of the world, she 
said, adding that UNFPA would as always carry out 
effective cooperation #1th China. 


PLA General “<u Huizi To Visit Australia 


OW 1702090295 Beying XINHUA in English 0853 
GMT 17 Feb 9S 


{[FBIS Transcribed Text] Canberra, February 17 (XIN- 
HUA}—Chinese General Xu Huizi will arrive in Aus- 
tralia tomorrow for a week-long visit to the country. 


General Xu, deputy chief of staff of the Chinese People’s 
Liberation Army. was invited by Lieutenant General 
John Baker, vice chief of the Australian Defense Force 
(ADF). 


During his seven-day visit, starting from February 18 to 
25, Xu will visit a number of ADF facilities in Sydney, 
Melbourne, Townsville and Williamtown. 
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In Canberra. Xu will meet Australian Defense Minister 
Robert Ray and have talks with the chief and vice chief 
of the ADF and other senior defense officials 


“General Xu's visit will allow an opportunity for an 
exchange of views with the Chinese military at a senior 
level and reflects Australia’s interest in developing fur- 
ther our strategic dialogue with China.” the Australian 
Defens: Department said 1n a statement today. 


Last May, Australian Air Force Chief Air Marshal Barry 
Gration made a trip to China and Xu’s visit to Australia 
was seen here as a return one. 


General Departs for Australia 
OW1702084595 Beijing XINHUA in English 0823 
GMT 17 Feb 95 


[FBIS Transcribed Text] Beiying. February 17 (XIN- 
HUA}—General Xu Huizi, deputy chief of the general 
staff of the Chinese People’s Liberation Army (PLA). lefi 
here by air today to visit Australia and Chile At the 
invitation of the armed forces of the two countries 


Foreign Envoys Entertained at Spring Festival 


OW 1702134995 Beijing XINHUA in English 1235 
GMT I7 Feb 95 


[FBIS Transcribed Text] Beijing, February 17 (XIN- 
HU A)}—The Chinese Ministry of Foreign Affairs and the 
Ministry of Culture jointly held a concert here this 
evening to extend Spring Festival greetings to resident 
foreign diplomatic onvoys in Beijing. 


Chinese Vice-Premier and Foreign Minister Quan 
Qichen and Minister of Culture Liu Zhongde attended 
the concert together with some 90 foreign Ambassadors, 
charge d’Affaires ad interim and over 150 officials in 
charge of cultural affairs. 


A performance program was jointly given at the concert 
by musicians from the Central Symphony Orchestra and 
Chinese music prize winners in international compet:- 
tions. 


Cooperation With UNESCO Expanded 


OW 1702102095 Beijing XINHUA in English 0913 
GMT 17 Feb 95 


{[FBIS Transcribed Text] Beiying. February 17 (XIN- 
HUA} —China is cooperating fruitfully with United 
Nations Educational, Scientific and Cultural Organiza- 
tion (UNESCO) in the country’s campaign against illit- 
eracy, rural education, technology of clean coal burning 
and protection of cultural relics. 


For example, UNESCO set up a rural education research 
and training center in Baoding, Hebe: Province last 
November, the second of its kind in China 


At the 40th UNESCO International Congress on Educa- 
tion held in Geneva last October, China's proposals on 
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some of the important international documents and 
programs won support from many developing countries, 
said Cac Yuanju. Secretary-General of the National 
Commission of China for UNESCO. at the 17th meeting 
of the commission held today. 


With the support of UNESCO, China held a number of 
international scientific meetings on such hot topics such 
as human genes, clean burning of coal. 


In the field of protecting world heritage, UNESCO for 
the first time sent international specialists to China 
monitoring and studying the Great Wall, Forbidden City 
and cave paintings in Dunhuang. Gansu Province. 


Last year, four Chinese historical and cultural relics 
including Potala Palace in Tibet. Confucius Temple in 
Qufv. Shandong Province. were added to the list of 
UNESCO World Heritagc. 


“China will jointly hold a number of international activ- 
ities with UNESCO including Asia-Pacific conference on 
long-distance education. high-level consultation of 
women problems and expedition of Buddhism route on 
Silk Road later this vear.~” Cao sand. 


DPRK Will Not Accept ROK Reactors 


OW 1602155995 Being XINHUA in English 1433 
GM\IT 16 Feb 9S 


[FBIS Transcribed Text] Pyongyang. February 16 (XIN- 
HUA)}—The Democratic People’s Republic of Korea 
(DPRK) will not accept South Korean light water reac- 
tors, even if it means the DPRK-U.S. framework agree- 
ment may be scrapped. the Korean Central News Agency 
(KCNA) reported Wednesday [15 February]. 


4 DPRK foreign ministry spokesman told KCNA on 
Wednesday that some U.S. Government officials have 
been saving recently that the framework agreement 
between the DPRK and the U.S. will be scrapped if 
Pyongyang refuses to accept South Korean light water 
reactors 


“This 1s an unreasonabie behavior that can never be 
tolerated.” the spokesman said. 


“If thes 1s the U.S. Policy, it will compel us to change our 
decision.” KCNA quoted the spokesman as saying. “We 
would have nothing to lose even if everything were 
pushed back to the pre- dialogue state.” 


Under the framework agreement, reached between 
Pyongyang and Washington last October in Geneva, the 
DPRK. agreed to halt and eventually dismantle its 
nuclear program, in exchange for which it would be 
guaranteed alternative energy supplies and be provided 
with light-water reactors. 


The spokesman went on to say, “As is known, the United 
States demands that the DPRK pay for the reactors. 
Under these conditions, it is a fully legitimate right for 
us, the buyer, to choose the reactor type we like.” 
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There are four or five countries in the world which have 
the capacity to build light water reactors which are 
available for export, he said. 


What's more, the safety and technology of the South 
Korean reactors are also in doubt, he added. 


Out of financial consideration for the U.S.. the DPRK 
had agreed that South Korea should bear part of the loan 
and provide some subsidiary facilities for the reactors, 
he said. 


But the U.S. is now trying to “force upon us uncondi- 
tionally” the South Korean reactors, the spokesman said. 


“This will certainly give rise to the question of whether 
the U.S. ts interested in replacing our graphite- 
moderated reactor system or having the Trojan Horse, 
the South Korean type, accepted,” he added. 


United States & Canada 


CPC Formulates Strategy To Counter ‘Trade War’ 


HK1702071495 Hong Kong HSIN PAO in Chinese 17 
Feb 95 p A22 


[“Beijing Political Situation” column by Jen Hui-wen 
(0117 1979 2429) ou 15 February 1995 in Beijing: “Jiang 
Zemin Meets K:ssinger, Discussing How to Unravel 
Knots in Sinc-U.S. Relations” ] 


[FBIS Translated Text} Conspicuous Sino-U_S. talks on 
intellectual property rights [IPR] protection were 
resumed on 15 February in Beying. This was the ninth 
round of the talks on the same subject between the two 
sides. After the previous round of the talks in late 
January ended up in an impasse, the U.S. side asked the 
Chinese side to go to Washington to resume the talks. 
Later, the two sides agreed to resume the talks in Beijing, 
and this showed that both sides hoped avoid a trade war. 
However, this depends on whether the two sides will 
reach agreement by making reciprocal concessions and 
accommodation in their talks before the 26 February 
deadline for implementing the retaliation and counter- 
retaliation measures. 


Sanctions Reflect Abnormal Mentality 


Why did the previous round of Sino-U.S. IPR talks end 
in an impasse once again? According to sources in 
Beijing, an article carried by WAISHI DONGTAI [FOR- 
EIGN AFFAIRS TRENDS] circulated internally among 
senior CPC cadres said: After the talks began on 18 
January, the differences between the two sides continued 
to narrow. Because the Chinese side showed great sin- 
cerity, the issues of patents. trademarks, copyrights, 
customs and border inspections measures, and the func- 
tioning of the organ to guide and coordinate IPR protec- 
tion were discussed in depth. A consensus of opinion was 
achieved on most issues. However, after the U.S. gained 
what it wanted, it again set forth higher demands, 
including some unreasonable and excessive demands. 
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For example. based on some groundless reports, it 
demanded that China close down 29 compact disc and 
laser disc factories. forced China to allow American 
companies to set up audio-video plants, journalistic 
organs, and publishing houses solely owned by them- 
selves, and tried to force China to change its judicial and 
legislative systems and change its laws by adopting the 
U.S.-style systems in order to satisfy the U.S. side's 
copynght protection needs. Some of the requirements 
could not be effected even in the United States, and 
some demands were beyond the scope of IPR protection 
and seriously violated Chiaa’s sovereignty. Therefore, in 
order to safeguard state sovereignty and national dignity, 
China did not vield to the United States and did not 
accept the terms under duress. When the United States 
announced on 4 February the $1.08 billion hit list of 
trade retaliation against China. China also announced 
on the same day its counterretaliation list against the 
United States. 


The sources said that the 1S. trade retaliation focused 
on China's labor-intensive industries and their products. 
This would not only weaen China's export momentum, 
but would also harm: tae interests of the United States 
trade rivals in China. The affected enterprises would 
mainly be the jor:nt ventures in the Chinese mainland 
with investment from Hong Kong and Taiwan. The 
retahation would also affect the interests of some Japa- 
nese investment projects in China. Moreover, China ts 
striving to curb inflation, and this type of action would 
lead to the loss of employment for some workers in 
China. U.S. trade retaliation would aggravate China's 
unemployment and would thus affect China's political 
stability to a large extent. 


Sino-U.S. Trade War May Still Happen 


Foreign trade experts in Beijing pointed out: It is 
obvious that the U.S. trade retaliation against China 
serves both economic and political purposes. Such retal- 
iation reflects its concern over the possibility of China's 
role in challenging the United State's status after China 
grows into a major economic and political power and 
reflects the abnormal mentality of hating and fearing 
China which afflicts some American politicians. 


The sources also said: After the breakdown of the pre- 
vious round of the talks. the Chinese side worked out a 
series of countermeasures in order to reduce the destruc- 
tive effects of the U.S. trade retaliation. According to 
WAISHI DONGTAI., these measures include the fol- 
lowing points: 


First, properly guiding the movement of the jobless 
workers who have come from other provinces to work in 
factories in the Zhu Jiang Delta area with investment 
from Hong Kong or Taiwan after such factories closed 
down as a result of the U.S. trade retaliation. 


Second, properly shifting the export markets, primarily 
opening the European market. especially the German 
market. At present, the European market still accounts 
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for a small proportion in China’s foreign trade. and there 
is great development potential. Although this will not 
completely replace the U.S. market, it will still substan- 
tially make up for the losses. 


Third, continuing to developing the North Amerncan 
market, namely, the Canadian market and the Mexican 
market. Reopening the Russian and cast European mar- 
kets. 


Fourth, adjusting the production structure ef some 
industries and shifting them from a labor-intensive pat- 
tern to a technology- intensive pattern in order to pre- 
vent the appearance of a huge jobless labor force once 
the enterprises are forced to close down. 


The authorities concerned stressed the need to make new 
progress in openme international markets in all regions 
while dealing with the current event of reialiation and 
counterretahation beiween China and the United Siates 
so that precautions can be made in good time. 


Foreign trade experts in Beijing maintain that Chira’s 
above-mentioned measures showed that, in the evs of 
the Chinese authoritoes, the trade war may be a prejude 
to more frictions between China and the United States in 
the next two years. After experiencing the ups and downs 
in Sino-U_S. relations over the last three years. especially 
the realignment of the anti- China forces in the US. 
political circles, the anti-China trend in the mainstream 
mass media in the Untied States, and the lack of gravity 
center and stability in the foreign policy pursued by the 
Clinton administration, these authorities found 11 neces- 
sary to take precautions to prevent China from suffering 
any major losses if any serious events were to happen 


abruptly. 


Kissinger That Sino-.S. Relations Would Turn 

Over a New 

The sources also said that the Sino-US. trade war 
reflected the abnormal! condition of Sino-US. relations. 


How to unravel the “knot” 1s now a major issue to be 
considered by the top levels of the CPC leadership. 


The article in WAISH! DONGTAI revealed that CPC 
General Secretary Jiang Zemin and U.S. former secre- 
tary of state Henry Kessinger discussed thrs nsue at their 
recent meeting. 


Jiang Zemin praised Nixon and Kassinger for their 
contributions to Sino-U.S. relations when they were in 
office, and then pointed out that several things donc by 
the United States in recent years had burt the feelings of 
the Chinese people: First, 1 obstructed Beijing from 
hosting the Olympic Games in 2000; second. it 
obstructed China from reentering GATT, third, * sold 
F-16 fighter planes to Taiwan. This made the Chinese 
people very angry. The Americans’ treatinent of the 
Chinese was very unfriendly [mei guo ren fei chang dui 
bu qi zhong guo ren $019 0945 0086 7236 1603 1417 
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00083 6386 0022 0948 0086]. It 1s hoped that the Clinton 
administration will show foresight when handling Sino- 
U.S. relations. 


Kissinger said: If any U.S. administration still takes a 
positron that 1s hostile toward China, its life will cer- 
tainty be short. When the American people and govern- 
ment become aware that the sanctions will also cause 
heavy jysses to the United States itself, they will react. 
However, Kissinger did not conceal his worry about 
China's political situation m the post-Deng pernod. He 
said: “What wil! China's political situation be like after 
Deng”? People mm the world are concerned about this. In 
China's current political atmosphere ts quite uncertain, 
and nobody knows what 1s being brewing. It seems that 
(China’s politics are not quite susted to its economy. The 
two sides do not match each other well in the course of 
deveicoment. This ts apt to cause imbalance. In the eyes 
of ‘orergners. thrs may bring about more trouble.” 


Jiang Zemin answered: “In fact. China 1s developing and 
carrying out reform in all fields. Although there are some 
problems, the situation 1s developing favorably on the 
whole and 1s developing along the healthy course of 
democracy and law. It 1s absolutely impossible for any 
major catastrophe to happen. as predicted by the West.” 


Kissinger then sand: “Some people m American political 
circles consistently fail to realize China's importance as 
Nixon did. and they do not understand China's impor- 
tance as a marin axis of the Pacific Era. I believe there will 
certainly be a second Nixon in the United States, and I 
also hope that there will be a second Zhou Enlai in 
China. Thus. things between the two countnes will be 
handied more smooth!y.~ 


The Bering foreign trade experts said that Kiscinger’s 
hope that a second Nixon appears in the United States 
and a second Zhou Enlai appears in China is in fact his 
hope that the current Chinese and American leaders will 
show the foresight and great vision of Nixon and Zhou 
Enlai mm turning over a new leaf in Sino-US. relations 
and in handling today’s Sino-US. relations. Thus, the 
knots in Sino-U_S. relations will be untied easily. How- 
ever, when will this happen” 


Sino-U .S. ‘Consultations’ on IPR To Continue 


OW 1702080995 Beying XINHUA Domestic Service in 
Chinese 0736 GMT 17 Feh 9S 


[By reporter Zhang Yijun (1728 4135 0193)) 


[FBIS Translated Text] Beijing. 17 Feb (XINHUA)}— 
The new round of Sino-U.S. consultations [cuo shang 
4322 0794] on intellectual property nights, which started 
on 15 February. continued in Being today. 


A Chinese official who took part in the consultations told 
XINHUA that the consultations during the past three 
duys have proceeded in a candid, friendly, and pragmatic 
[tan shuai you hao he wu shi 0982 3764 0645 11700735 
0523 1395] atmosphere. 
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The official added that, owing to certain differences. the 
two sides’ representatives will continue consultations on 
18 and 19 February. 


More on IPR Talks 


OW 1702072195 Beying XINHUA in English 0700 
GMT 17 Feb 95 


[FBIS Transcrred Text] Beying, February 17 (XIN- 
HUA)}—Siro-US talks on the intellectual property mghts 
(IPR) will continue to be held here on Saturday [18 
February] and Sunday. 


According to an official with the Chinese delegation. the 
current round of negotiations, which started in Beying 
Wednesday, has been conducted in a frank, amicable 
and business-like atmosphere. 


Yet, the official added. there are still some disputes 
between the two sides and the talks will be continued at 
least on Saturday and Sunday. 


Trade War Could Cost U.S. $2 Billion in Airplane 
Orders 


HK1702062095 Beyineg CHINA DAILY in English 17 
Feb 95 9 § 


[By Li Wen: “US May Lose $2b in Airplane Orders”) 


[FBIS Transcribed Text] Guangzhou—China Southern 
Airlines Group may have to cancel airplane purchase 
orders worth more than $2 billion with the United States 
if the Sino-US trade war starts. 


This was disclosed by Ding Yuhua, general manager of 
the group company's Import and Exrort Trading Corp. 


“We sincerely hope the two sides will reach a successful 
agreement in the end as the trade war will benefit neither 
side,” he said. 


“International trade should act on the basis of respect, 
equality and mutual benefit. The two sides should try 
their best to avoid the trade war,” Ding added. 


The potential trade war won't hurt the more than $1 
billion contract signed in 1993 for the purchase of six 
Boeing-777 passenger airliners, Ding promised. 


Two of the world’s most advanced airliners are due to 
arrive in Guangzhou at the end of this year. 


In addition to the big-buck airliner contracts signed with 
the US company, China Southern Airlines had planned 
to place orders worth more than $2 billion to buy 
another eight Bocing-777 and 25 Boeing-737 passenger 
airliners ip the following years. 


If the ceomtracts were forced to be canceled, Ding said, 
then the Boeing Co is sure to suffer dearly. 


“We might have to turn to other European models 
instead,” said he, adding the European giant Airbus has 
offered to sell their products to Southern Airlines. 
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Professor Studies Sino-U.S. IPR Talks 


Part I 
11K 1702093595 Hong Kong WEN WEI PO in Chinese 
7 Feb 95 p AD 


[Report on “special interview” with Professor Zhou 
Hanmin (0719 3352 3046}—a young scholar, deputy 
director of Shanghai's GATT Research Center. and head 
of the Department of International Economic Law at the 
Shanghai Foreign Trade Institute—by WEN WEI PO 
Shanghai-based reporter Chiu Yi (5941 3015) in 
Shanghai. date not given: “United States Tres To Force 
China To Make Concessions on GATT Re-Entry 
Talks—Interview With Economic Law Expert Professor 
Zhou Hanmin (part onc)"} 


{FBIS Translated Text] Shanghai. 6 Feb (WEN WE) 
PO)}—-Along with the breaking down again of the Sino- 
US. talks on intellectual property nghts [IPR] in Bexying. 
and with both sides showing their showing hit list and 
counter-hit list, the gunpowder from a Sino-U_S. trade 


war can almost be smelicd. What exactly 1s the crux of 


the failure of the Bewing talks? What are the differences 
between this round of Sino-U.S. IPR talks and the first 
round of such talks mn 1991? What are the backgrounds? 
What will be the consequences 1f China and the United 
States were to begin retaliation against each other? With 
all these questions im mind, “his reporter went to inter- 
view Professor Zhou Hanmin, a young scholar, deputy 
director of Shanghai's GATT Research Center, and head 
of the Department of International Economic Law at the 
Shanghai Foreign Trade Institute. 


Five Points at Issue During Beijing Talks 


Zhou Hanmin analyzed: The Being talks proceeded 
rather arduously. and the controversy between the two 
sides concentrated on five points at issue, among which 
four belonged to the matter of principle, while one was a 
demand in the area of actual implementation. From 
these arcas it is not difficult to see the reasons for the 
failure of the talks. The points at issue were: 1) The U.S. 
side demanded that the Chinese side amend the “Civil 
Procedure Law™ within a time limit, and that the con- 
tents include shortening the time and procedure for the 
first round of hearing, and cutting fees for lawsuits. 2) 
The U.S. side demanded that Chinese law courts give 
judicial explanations of the examples of verdicts and 
legislation according to U.S. requirements. 3) The U.S. 
side demanded that the Chinese side amend the “Patent 
Law,” the “Trademark Law,” and the “Copyright Law” 
according to an agreement signed during the Uruguay 
round of talks—the “Agreement on Intellectual Property 
Rights Relating to Trade,” (also called the General 
Agreement on Intellectual Property Rights), but the 
deadline is | January 1996, that is, four years ahead of 
the time limit set for the developing countries by the 
agreement, 37a even for a developed country, it is two 
years ahezd of the requirement. 4) The U.S. side also 
demanded that the Chinese side report to the U.S. 
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Government on a regular basis the situation of 
inspecting and *anning activities that violate IPRs, until 
the U.S. Government ts satisfied. 5) The U.S. side 
handed over a list of 29 Chinese factories that had 
produced pirated versions of American CDs, demanding 
their closure within a time limit. 


Three Distinctions at Two Rounds of Talks 


Zhou Hanmin thought that this round of talks showed a 
rather great difference when compared with the last 
round of talks. First, the backgrounds were different. 
The talks in 1991 were a gesture adopted by the Bush 
administration for the purpose of breaking the impasse 
with Congress over the issue of granting most-favored 
nation [MFN] trading status to China. In 1990, Bush 
said he wanted tc extent China’s MFN trading status. 
but was boycotted by Congress: as a kind of compromise 
and response, he said to Congress that he wanted to 
maintain China's MFN trading status while making 
seven promises which, apart from making clear for the 
first time his support for Taiwan's rejoining GATT. aiso 
proposed talks with China regarding Article 301. That 
round of talks between China and the United States on 
Article 301 was linked to China's bid to rejoin GATT. 
That ts to say, the United States had hoped that during 
the talks on Article 301, it could partially reach the goals 
and interests it had failed to reach during the talks with 
China over GATT re-entry. 


Second, the motives were different. The motive for the 
last round of talks was mainly to solve the issuc of 
maintaining China's MFN status. whereas the main 
motive this time was largely linked to the change in the 
political situation following the U.S. mid-term elections 
because, after the elections, the Republican Party con- 
trolled both the Senate and House of Representatives for 
the first time in 40 years, forming serious restraint « ver 
the Democrat- led Clinton administration. Some impor- 
tant posts in the U.S. Senate and House of Representa- 
tives already have been grabbed by the ulira- mghtist 
clique of the Republican Party. For example. Jesse 
Helms, chairman of Senate “oreign Relations Com- 
mittee, has viewed being anti-China as his political 
career over the past several decades. 


Third, the contents of the retaliations were different. The 
hit list proposed by the United States in 1991 was aimed 
mainly at China's textile goods, as well as a series of 
products relating to textiles, whereas this time. the $2.8 
billion hit list proposed by the U.S. side on 31 December 
1994 was obviously aimed at those Chinese goods that 
have great development prospects, judging from their 
exports to the United States over the past two years: The 
first category is electronic goods; the second category ts 
footwear, the third category is toys; the fourth category 1s 
boxes and bags; the fifth category 1s generators. the sixth 
category is bicycles, and the seventh category is watches. 


The counter-hit list proposed by China in 199! was 
aimed at those U.S. exports that were most salable in the 
Chinese market: The first category was farm produce: 
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the second category was computers, the third category 
was chemn 7! fertslizer, the fourth category was aircraft. 
and the fifth category was instruments and meters. The 
annual export volume of these five categones of goods to 
China surpasses $! billon every year. Whereas the 
counter-hit lust proposed in response to the US. retaha- 
tory measures at the end of last vear has two character- 
istics: First, sts contents are all related to IPRs; second, i 
does not let the United States get the things 1 could not 
gct on the negotiable tabic. Three things are most notice- 
able: Suspending the handling of applications for admin- 
eStrative protection filed by US. chemical and medicine 
manufacturers. suspending negotiations with U.S. auto 
makers on joint-venture projects, and suspending 
approvals for U.S. companies to establish investment 
companies mn China. 


Part 2 


HK 1702094395 Hone Kone WEN WEI PO in Chinese 
& Feb 95 p AD 


[Report on “special Interview” with Professor Zhou 
Hanmin (0719 3352 3046)—a young scholar, deputy 
director of Shanghai's GATT Research Center. and head 
of the Department of International Economic Law at the 
Shanghai Foreign Trade Institutle—by WEN WEI PO 
Shanghai-Based reporter Chiu Yi ($941 3015) in 
Shanghai; date not given: “China's Counter-Hit List 
Leaves Some Margin (part two of two)”] 


{[FBIS Translated Text! Shanghai, 7 Feb (WEN WEI 
PO)—Alt the end of 1994, the Sino-1_S. IPR talks broke 
down, and on 16 January 1995, both sides once again sat 
down at the negotiating tabic, to hold talks once again. 
These talks lasted until 28 January, but failed to reach 
the expect result. Thereafter, on 4 February, the United 
States produced a finalized hit list to retaliate against 
China. Zhou Hanmuin said that this finalized hit list 
merits comment, for it 1s very different from the hit list 
announced on 31 December 1994: First, the amount of 
money involved in retaliation was reduced from $2.8 
billion to $1.08 bilhon: second, the contents are dif- 
ferent, for the fast, $2.8 billion hit list clearly showed a 
punitive nature, whereas the finalized hit list this time 
showed a weakened punitive nature. This illustrates that 
during the 35 days since the arnouncement of the hit list 
until 4 February. U.S. entrepreneurs, exporters, and 
persons carning profits in China have put tremendous 
pressure on the government. The United States itself also 
admuts that if US. IPRs are violated in China, as it has 
accused, the annual loss would be $800 million. In 
addition, hed the last hit list (shoes, toys, and electronic 
goods, in part.cular) really been implemented in retalia- 
tion, it would have seriously affected the interests of U.S. 
consumers. This indicates that Chinese products have 
their markets. and that U.S. consumers are the direct 
beneficiaries 


He said that the counter-hit list announced by China on 
4 February remained gencrally the same, except for the 
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addition of a 100 percent special tanff on U S.-made 
camera film and program- controlled telephones. and 
that this shows that China's last hit Inst was one that had 
grounds, had been carefully thought out, and Icft a wide 


margin. 


United States Wants To Hit China's Growing Export 
Trend 


Regarding a basic assessment of the US. retaliation this 
tume, Zhou Hanmuin thought that. first, what the United 
States wants to attack 1s the labor-inter... > enterprises 
and products on the Chinese mainland. f « thes can hit 
China's growing export trend on the one hand. and on 
the other hand. hit the interests of the United States 
trade competitors in China, so 11 1s a “two-cdged sword.” 
As these enterprises on the mainland are mainly joint- 
venture enterprises with funds with Hong Kong and 
Tarwan, the U.S. attack will mainly affect Hong Kong 
and Taiwan, while also affecting Japan. Second. at 
present, maimland China 1s sparing no cffort to curb 
inflation, and 1s expecting to pay the price of uncmploy- 
ment of some peopic. Zhou thought that the US. retal- 
sation could intensify the unemnloy ment problem on the 
mainiand, and thus affect China's politecal stability to a 
large extent. Furthermore, Zhou Hanmin thought that 
the US. retaliation 1s mainly a kind of blackmail, and 
that the purpose 1s to test China's wall om the talks on 
reyomning GATT. while at the same tome to porson the 
imternational atmosphere for the talks on China's bid to 
rejoin GATT. Finally. this US. retaliatory measure 1s 
one that does not benefit itself, while hurting other 
peopice, and nt will directly hit the mterests of US. 
consumers at home. 


Regarding the Chinese side, Zhou Hanmin mentioned 
two pots in his assessment First. concerning the 
problem of solving the trade dispute. the Chinese side 
adheres to the position of solving the problem through 
negotiations, but will not bow to blackmail. He said that 
according to Article 7 of the “Foreign Trade Law,” 
which came into effect on | July 1994, the Chinese side 
must take corresponding measures against discrimina- 
tory trade measures taken by foreign countries. For this 
reason, regarding the goals the U.S. side wanted hastily 
to reach during the GATT re-entry talks, newther could 
the Chinese let it reach these ; .als during the talks on 
Special Article 301. Second, the Chinese side's counter- 
retaliatory measures are characterized by great restraint, 
and this is to tell the U.S. side that the Chinese side's 
counter-retaliation has left a wide margin. 


Relations Between the Two Countries Will Be Affected 
Once War Erupts 

Zhou Hanmin said that in 1994, mainiand China's 
import and export volume reached $236.7 billion, a 20 
percent increase over 1993. In proper order, China's 
main trading partners are as follows: Japan. Hong Kong. 
the United States, Tarwan, Germany. and South Korea. 
In light of such an import and export scale, once the 
trade war erupts, it will mean a great setback om the trade 
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ties between China and the United States. He said that 
bilateral trade relations between China and the United 
States are developing in an orderly manner, that the 
United States is the second largest investment partner in 
China, and that such a partnership is an outcome of the 
common efforts by both sides over the past 15 years. In 
particular, it is an outcome of the basically stable devel- 
opment of relations between the two countries. If the 
retaliation and counter-retaliation really wer. to be 
implemented, a large vacuum would emerge amid this 
kind of bilateral investment relations, and this vacuum 
certainly would be filled by othe: cuuntries. Obviously, 
this is not good for the United States. 


Zhou Hanmin thought that whether or not the retalia- 
tion and counter-retaliation can be avoided this time 
depends on wise decisions by the politicians on both 
sides. The efforts to be made in the next 20 days will 
have a crucial bearing on the development of relations 
between the two countries in the future. 


We believe that neither side will take the matter lightly. 
Concerning this problem, first, the politicians on both 
sides should make wise decisions; second, entrepreneurs 
should exert influence: and third, the people and the 
press should express their views on the trend of devel- 
opment. 


Ford Plans To Expand Cooperation in Auto 
Production 

OW'1702020495 Beijing XINHUA in English 0126 
GMT 17 Feb 95 


[FBIS Transcribed Text] Shanghai, February 17 (XIN- 
HUA) The Ford Automobile Company of the U.S. is 
determined to further enter the China market, according 
to Alex Trotman, president of the company. 


Trotman is now in Shanghai. discussing further co- 
operation with China in auto production. 


He donated one million yuan to China’s Hope Project to 
build two schools and aid 100 Chinese university stu- 
dents from poverty- stricken areas, ai an opening cere- 
mony for Ford's Shanghai office Wednesday. 


Ford also opened its third joint venture in Shanghai the 
sare day. 


Economists predict that by the end of the century 
Shanghai will be able to produce more than 500,000 cars 
annually, with sales reaching 100 billion yuan-worth and 
profits, 10 billion yuan. 


The city plans to build a new auto factory in the Pudong 
New Area. 


To date. Ford has set up three auto parts joint ventures 
in China, with a total investment of 90 million U.S. 
dollars. 


Trotman revealed that his company will set up another 
three auto parts joint ventures in Shanghai and Chang- 
chun, a major motor vehicle center in northeast China’s 
Jilin Province. 
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He said that it is his great desire to build in Shanghai a 
plant making complete vehicles. 


U.S. House Passes Peacekeeping Bill 
OW 1702003795 Beijing XINHUA in English 2309 
GMT 16 Feb 95 


[FBIS Transcribed Text] Washington, February 16 
(XINHUA) —The U.S. house Thursday passed a Repub- 
lican bill of defense and foreign policy 241-181. 


Despite the defeat on missile defenses Wednesday. the 
Republicans pievailed on all other issues—going on 
record to cut back U.S. participation in UN Peace- 
keeping and io support early expansion of NATO. 


Earlier, U.S. President Bill Clinton made it clear and the 
measure would face a!most certain veto if it passes the 
Senate in tts present form. 


On Wednesday 24 Republicans joined Democrats to 
delete a provision requiring the adininistration to 
present a plan for deployment of an intercontinental 
ballistic missile defense program. 


The most controversial foreign policy section of the 
Republican bill requires that U.S. contributions toward 
UN Peacekeeping operations be deducted from the reg- 
ular dues the United States pays for such operations. 


Republicans say that the United States is paying a 
disproportionate share of the cost of peacekeeping, more 
than double what any other nation contributes. 


Another provision would keep U.S. troops engaged in a 
UN Operation from being placed under foreign com- 
mand. 


Earlier C.uucton had criticized both proposals as limiting 
the country’s ability to respond to international crises 
and hamper the president’s “constitutional responsi- 
bility to conduct U.S. foreign policy,’ and as certain to 
cripple UN Peacekeeping. 


“The effect would be to destroy peacekeeping as an 
instrument of our foreign policy.’’ State Secretary 
Warren Christopher said at a House hearing Thursday. 


Defense Secretary William Perry today criticized the 
Republican proposal as making allied warfare impos- 
sible. 


But House Speaker Newt Gingrich told a news confer- 
ence that “having watched this administration, we dis- 
agree deeply with the way they would risk American lives 
around the planet.” 


The Republicans also want to pressure the administra- 
tion to establish an accelerated timetable for granting 
Poland, Hungary, the Czech Republic and Slovakia full 
membership in NATO. 
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Central Eurasia 
Beijing Reportedly Masses Troops Near Russian 
Border 


OW 1702062995 Tokyo TOKYO SHIMBUN in 
Japanese 16 Feb 95 Morning Edition p 1 


[By A. Portov] 


[FBIS Translated Text] Vladivostok, 15 Feb—According 
to information obtained from senior officials of the 
Counterespionage Department and Police Department 
of the Maritime Kray in the Russian Far East, the 
Chinese Armed Forces have massed troops near the 
China-Russia border along the Maritime Kray, and have 
started military exercises in the area. 


Chinese troops, said to be from the Shenyang Military 
Region, began to assemble on 28 January. This is the 
first time in 10 years that Chinese Armed Forces are 
conducting military exercises along the China-Russia 
border. 


According to the Russian senior officials, a total of 
500,000 soldiers is said to have been mobilized. In 
response to this information, Russia is also making 
preparations to gather its troops to conduct exercises at 
the border as a countermeasure. 


During the era of Sino-Soviet confrontation, both coun- 
tries used to deploy massive troops along the national 
border. However, when CPSU Secretary Generai Mihail 
Gorbachev visited Beijing for the first time in 1989, the 
two countries agreed to withdraw their forces from the 
border. China withdrew its troops 600 km inland from 
the border. 


Since the signing of the Sino-Soviet Border Delineation 
Treaty in 1991, bilateral border trade has also increased 
tremendously. 


However, since Russia started its transition to a market 
economy in 1992, there has been an influx of Chinese 
nationals to the Maritime Kray. As a result, Governor 
Nazdratenko of the Maritime Kray advocated restric- 
tions on Chinese entry to Russia. The governor also 
demanded that the Sino-Soviet border treaty be 
annulled, and expressed to the Russian Foreign Ministry 
his opposition to the return of 600 hectares of land 
designated as Chinese territory. It is believed that the 
gathering of Chinese forces is meant to contain such 
moves by the local Maritime Kray government. 


Qiao Shi Meets Russian Delegation 


OW 1402103195 Beijing XINHUA in English 1019 
GMT 14 Feb 95 


{[FBIS Transcribed Text] Beijing, February 14 (XIN- 
HUA)—China wishes to develop friendly and all-round 
cooperative relations with Russia on the basis of the Five 
Principles of Peaceful Co-existence. 
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This was stated by Qiao Shi, Chairman of the National 
People’s Congress Standing Committee, at a meeting 
today with L.J. Abdulatipov, Vice-Chairman of the 
Kussian Federal Committee. 


The Vice-Chairman’s current visit would enhance their 
understanding of China and advance the relatior; 
between the parliaments of the two countries, Qiao saii, 
adding that exchanges between the two countries and the 
two parliaments have been developing constantly. 


China has been closely following the development of 
Russia and wishes that it makes new progress in ensuring 
social stabiliiy and developing economy. Qiao said. 


Russia has giver. priority to developing Russia-China 
relations, Abdulatipov said. Since the exchange of visits 
by Russian arid Chinese presidents, Russia-China rela- 
tions have been developing steadily, so have been the 
relations between the two parliaments. “We wish to 
continue to strengthen such friendly relations,” he 
added. 


Present at the mecting was NPC Vice-Chairman Buhe, 
who held working talks with the Russian guests after the 
meeting. 


Boris Yeltsin Gives Annual Address to Parliament 


To Give Top Priority to Chechnya 
OW 1602124395 Beijing XINHUA in English 1059 
GMT i6 Feb 95 


{[FBIS Transcribed Text] Moscow, February 16 (XIN- 
HUA)—Russian President Boris Yeltsin said here today 
that Moscow will give top priority to a political and 
economic settlement of the Chechen crisis. 


In his 40-minute address to the parliament in the 
Kremlin today. the president said, “The settlement of 
the Chechen crisis is not limited to the use of military 
force. We shall give priority mostly to political and 
economic methods of settlement.” 


“In Chechnya, legitimate bodies of power and local 
self-government should be restored. We are interested 
that it happens as soon as possible,” he said. 


Moscow supports the creation of the Committee of 
National Accord of the Chechen Republic, which was 
proposed by representatives from different regions and 
various walks of life, Yeltsin noted. 


In his opinion, the body, which is to be created through 
political accord and goodwill, is to ensure a search for 
ways towards national reconciliation in Chechnya. It will 
become the legal basis for forming normal bodies of 
power in the North Caucasian republic, he added. 


In his 120-page speech, the president told the two 
chambers of parliament that “for a long time we could 
not get down to solving the Chechen problem.” 


This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 


10 INTERNATIONAL AFFAIRS 


“We have been for too long cherishing the hope that the 
situation (in Chechnya) will be settled by itself, that a 
compromise is possible. This was a fatal mistake,” 
Yeltsin stated. 


Former Soviet Air Force General Dzhokhar Dudayev 
declared Chechnya independert from Russia in 1991. 
Russian armed forces entered the North Caucasian 
republic on December 11, 1994, to “disarm the illegal 
armed forces” and “restore a constitutional order” there. 


The president told the lawmakers that illegal armed 
forces, well trained, equipped and organized, were actu- 
ally created there. He said, “The regime in Chechnya 
made the criminal business iis main job.” 


To preserve Russia’s sovereignty, independence and 
integrity, “the state can and must use force,” Yeltsin 
emphasized. 


On Wednesday [15 February], the Russian and Chechen 
field commanders reached a “complete” two-day cease- 
fire agreement which took effect overnight. On Monday 
the two sides held their first round of talks in Ingushetia 
bordering on Chechnya. They will continue their talks on 
Friday. 


Warns Against NATO's Expansion 


OW 1602142195 Beijing XINHUA in English 1336 
GMT 16 Feb 95 


[FBIS Transcribed Text] Moscow, February 16 (XIN- 
HUA)}—Russian President Boris Yeltsin today outlined 
his foreign policy for this year in which he spoke out 
against the proposed expansion of NATO to the Russian 
borders. 


In his annual message to parliament delivered this 
morning in the Kremlin, the president warned that the 
planned NATO (North Atlantic Treaty Organization) 
expansion to the East would be “detrimental” to Euro- 
pean security. 


He said Moscow has no so-called “black thoughts” which 
the Western allies intend to defend against by pushing 
NATO eastward. 


“We would not like Europe and the world to return to 
old or new division lines,” he said. 


in 1995, Russian foreign policy should combine consis- 
tency and firmness with flexibility and pragmatism, 
Yeltsin said, and explained that its “backbone” is the 
transition from a proclaimed to a real partnership. 


He stressed that Russia has no intention of confronting 
any international “power center’’, and will develop rela- 
tions with countries all over the world if they are ready to 
hold dialogue with Russia on an equal basis. 


But the president insisted that Russia would continue to 
enhance its relations with the CIS (Commonwealth of 
Independent States) as a priority. 
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The aim of Russian interaction with the countries of 
Europe is to create a security mechanism for the coming 
century, he said, while its partnership with the United 
States on the basis of a “mutually acceptable balance of 
interests” is a “major direction” of Russian foreign 


policy. 


Elections To Be Held ‘As Scheduled’ 


OW 1602153295 Beijing XINHUA in English 1502 
GMT 16 Feb 95 


{FBIS Transcribed Text] Moscow, February 16 (XIN- 
HUA)}—Russian President Boris Yeltsin reaffirmed 
today that both parliamentary and presidential elections 
will be held as scheduled in December 1995 and June 
1996 respectively. 


In his 40-minute keynote annui! speech to both ¢1am- 
bers of parliament, the presidem said, “We all have to 
work as long as it is fixed by the constitution and be 
ready to hold new elections of the pariiament and the 
president on time.” 


“Such is my principled position,” Yeltsin emphasized. 


The president pointed out in his State of the Union 
address that Russia is going through a complicated 
period when “resolute and tough measures are necessary 
to normalize life in the country.” 


Thanks to a combined effort, the stand-off between the 
legislative and executive authorities in Russia has gen- 
erally ceased, Yeltsin said. 


But he stressed that ““The whole state practice needs a 
radical transformation,” describing the improvement of 
the state's efficiency as a priority of the Kremlin's policy. 


“Efficient work in a modern state is impossible without 
a considerable increase of professionalism of govern- 
ment officials,” Yeltsin said. 


He noted that there is no task more important than the 
establishment of the authority of law in the country, and 
that strengthening the judicial authorities was a top 
priority. 


He told lawmakers of the two chambers that in 1995 the 
Civic Accord Treaty, which was signed in 1994, should 
become a school of civic society in which various public 
forces study a constructive dialogue with one another. 


As for policies on the relations between the central 
government and local authorities, the president said the 
expansion of the rights of local republics and regions was 
acceptable only within the framework of the constitu- 
tion.“ 


An efficient means of regulating relations between 
Moscow and “subjects of the federation” is the signing of 
treaties, such as the ones signed last year with Tatarstan, 
Bashkortostan and Kabardino-Balkaria, Yeltsin said. 
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Northeast Asia 


Li Langing Meets Toyota Visitors 
OW 1702103295 Beijing XINHUA in English 0936 
GMT 17 Feb 95 


{[FBIS Transcribed Text] Beijing, February 17 (XIN- 
HUA} —Chinese Vice-Premier Li Langing met with 
Toyota Tatsuro, chairman of the Toyota Motor Corpo- 
ration of Japan, and his party here today. 


The two sides exchanged views on issues of mutual 
interect. 


The Japanese visitors are on a five-day visit here as 
guests of the Chinese Ministry of Machine-Building 
Industry, with the aim of exploring cooperation oppor- 
tunities in the area of automobile parts production. 


China Opts Out of DPRk Reactor Consortium 


HK1702085295 Hong Kong AFP in English 0841 GMT 
17 Feb 95 


[FBIS Transcribed Text] Beying, Feb 17 (AFP)}—China 
has decided not to participate in the US-arranged inter- 
national consortium set to fund North Korea's shift to 
light-water reactors, a Chinese arms control expert said 
Friday. The expert, who requested anonymity, said the 
decision had been taken in recent days for China to stay 
outside the Korea Energy Development Organisation 
(KEDO). a consortium so far grouping the United St-.¢s, 
Japan and South Korea, that is due to sign a cr.:tract 
with Pyongyang on the reactors in April. “W-. believe 
that China remaining outside (KEDO) mip’ . be more 
helpful and this issue should be settled b  / «erally and 
also through appropriate multilateral mez 1s.” he said. 


Under Pyongyang’s 1994 nuclear deal with Washington, 
North Korea is to freeze its nuclear programme— 
suspected of developing weapons—in return for light- 
water reactors, economic assistance and a move towards 
better ties with Washington. The agreement is currently 
threatened by Pyongyang’s refusal to accept South 
Korean reactors, a move that Washington says is vital if 
the peninsula's power system is to be compatible should 
the North and South reunite. 


South Korea is to foot 75 percent of the estimated 
four-billion- dollar construction bill for the reactors. US 
officials have recently been trying to pin down which 
countries are willing to join KEDO as well as to ascertain 
how much funding they would be prepared to commit. 


The impact of China’s decision not to join KEDO is 
mainly symbolic, a diplomat said, noting that, while 
Beijing had never been expected to commit major funds 
to the project, it could have used its influence in 
Pyongyang to promote the smooth implementation of 
the reactor deal. China—North Korea’s only major 
ally—has long insisted that the Korean nuclear issue 
should be settled through “three-channel, four-party 
negotiations” involving North and South Korea, the 
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United States and the International Atomic Energy 
Agency. “Certainly China can play a role” thanks to its 
good relations with all parties, the Chinese expert said, 
but added, “I believe our role is limited because China is 
not a direct party to the treaty.” “If the need arises, 
China certainly would not hesitate to help but we must 
be clear that the major responsibilities lie with those four 
parties,” he said. 


—— Not To Be Pressured for Dialogue With 


OW 1702140095 Beijing XINHUA in English 1137 
GMT 17 Feb 95 


[FBIS Transcribed Text] Pyongyang, February 17 (XIN- 
HUA}—The Democratic People’s Republic of Korea 
(DPRK) will not reopen political dialogue with South 
Korea under the U.S. pressure, the official newspaper 
Nodong Sinmun said today. 


The comments came in response to the recent remarks 
made by U.S. Secretary of State Warren Christopher, 
who linked the resumption of Pyongyang-Seoul dialogue 
with the implementation of the U.S.-DPRK framework 
agreement. 


Christopher recently told a press conference that “North 
Korea promised to reopen North-South dialogue in a 
paragraph of the framework agreement” and “if North 
Korea is not willing to implement the paragraph, the 
United States will not advance towards progress in the 
implementation of the agreement.” 


Nodong Sinmun said that setting the resumption of the 
dialogue as a precondition for implementing the frame- 
work agreement “is unreasonable.” 


The framework agreement, signed last October in 
Geneva, suggests that the dialogue be revived when a 
favorable climnate of dialogue is created during the imple- 
mentation of the accord. 


However, the newspaper said, no positive progress has 
been made so far in the provision of light water reactors, 
the key element of the agreement. 


Moreover, the newspaper blamed South Korea for the 
deadlock of the North-South dialogue and asked South 
Korea to apologize for hurting the feelings of the Korean 
people before the dialogue is resumed. 


NPC Vice Chairwoman Meets ROK’s National 
Assembly Speaker 


OW 1602172195 Beijing XINHUA in English 1629 
GMT 16 Feb 95 


[’ dIS Transcribed Text] Seoul, February 16 (XIN- 
HUA)—South Korean parliament speaker Hwang Nak- 
cho held friendly talks today with visiting Chinese con- 
gress leader Chen Muhua. 
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During the meeting Hwang, the speaker of the South 
Korean National Assembly, told Chen, Vice- 
Chairwoman of the Standing Committee of the National 
People’s Congress and Chairman of the All- China 
Women’s Association, that he is satisfied with the devel- 
opment of the relations between the two countries. 


The speaker said that since the establishment of diplo- 
matic relations between the two countries, South Korea 
and China have become truly good neighbors. 


Referring to the fourth UN Conference on Women to be 
held in Beijing in Septer-ber, Hwang said winning the 
right to host the conference is not only a victory for 
China, but also a victory for the whole of Asia, including 
South Korea. 


Hwang expressed his a, ,reciation for Chen’s contribu- 
tion to the development of the women’s cause in China 
and the promotion of the interaction between the women 
of the two countries. 


After their talks, Chen presented Hwang with materials 
about the issues of women and children in China. 


Chen’s visit to South Korea will last six days. She arrived 
here on February 13. 


Latin America & Caribbean 


Li Langing Meets Cuban Foreign Trade Minister 


OW 1702102995 Beijing XINHUA in English 0923 
GMT 17 Feb 95 


{[FBIS Transcribed Text] Beijing, February 17 (XIN- 
HUA) —Chinese Vice-Premier Li Langing met with 
Cuban Minister of Foreign Trade Ricardo Cabrisas Ruiz 
and his party here today. 


The two sides exchanged views on Sino-Cuban trade and 
economic cooperation as well as issues of mutual 
interest. 


Cabrisas is here on a five-day visit as guest of the 
Chinese Ministry of Foreign Trade and Economic Coop- 
eration, and attended the 7th session of the China-Cuba 
Ministerial Economic and Trade Mixed Committee. 


China, Cuba To Promote Trade, Economic 
Cooperation 


11K 1702070295 Beijing CHINA DAILY in English 17 
Feb 95 p § 


[By Sun Hong: “China and Cuba Co-operate Despite 
Sugar Delays”’] 


FBIS-CHI-95-033 
17 February 1995 


[FBIS Transcribed Text] Cuban and Chinese foreign 
trade officials met yesterday in Beijing, seeking to pro- 
mote economic co-operation and lay a sound foundation 
for cash trade between the two countries. 


Cash trade will take place of escrow trade beginning next 
year between the two countnes. Details will be discussed 
at the seventh meeting of the Mixed Commission for 
Promotion of Sino-Cuban Relations of Economy and 
Trade which started yesterday. 


At the meeting, China’s Minister of Foreign Trade and 
Economic Co-operation (Moftec) Wu Yi told visiting 
Cuban Foreign Trade Minister Ricardo Carrisas that 
Cuba is one of the key trading partners of China in Latin 
America and China appreciates Cuba's efforts of devel- 
oping its economy and foreign trade. 


Sino-Cuban trade volume used to hit $580 million in 
1990, making Cuba China’s second lare<st trade partner 
in Latin America following Brazil. 


Last year, bilateral trade hit $267 million, which 
included $120 million of Chinese imports mainly con- 
sisting of Cuban sugar and pharmaceuticals. 


In a bid to promote bilateral trade and economic co- 
operation, Wu said a few issues need to be tackled this 
year. 


She urged the Cuban side to carry out the delayed 
implementation of bilateral trade contracts as soon as 
possible, especially in sugar. 


Cuba contracted to provide China 400,000 tons of sugar 
last year, but only 287,000 tones reached China. Wu said 
the delay of delivery has affected China's sugar market 
considerably as Cuba is one of the key sugar suppliers to 
China. 


Carrisas promised to Wu that last year’s delayed sugar 
will be delivered to China within the first quarter of this 
year. 


An agreement has been made to import another 400.000 
tons of Cuban sugar to China this year. 


Wu also urged Cuba to pay back bills due to Chinese 
enterprises. By the end of last year, accumulated bills due 
had reached $135 million. This has affected Chinese 
enterprises’ confidence in trade with Cuba, she said. 


Talking about economic co-operation, Wu pointed out 
that China has made great efforts in providing assistance 
within its capacity to Cuba. 


In 1993, China agreed to provide Cuba with loans 
totalling 75 million vuan ($8.9 million). China has four 
assistance projects in Cuba at present. 
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This year, the Chinese Government plans to grant Cuba 
another 50 million yuan ($6.0 million) in loans. The loan 
contract will be signed during the meet ing, as will the 
bilateral trade-contract for 1995. 


Wu said a team of Moftec officials will be sent to Cuba next 
month and negotiate with their Cuban counterparts on 
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signing a bilateral investment contract. The contract ts 
aimed to promote Chinese enterprises’ investment in Cuba. 


In March, the China Council, for the Promotion of 
International Trade will all organize a delegation of 
Chinese entrepreneurs to visit Cuba, aiming to promote 
Chinese understanding of the country. 
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Political & Social 


Li Peng, Others View Draft Work Report 
OW 1702055695 Beijing XINHUA Domestic Service in 
Chinese 1322 GMT 16 Feb 95 


[By Central People’s Broadcasting Station reporter Liu 
Zhenying (0491 2182 5391) and XINHUA reporter 
Zhang Sutang (1728 1372 1016)] 


[FBIS Translated Text] Beijing, 16 Feb (XINHUA)— 
State Council Premier Li Peng chaired a forun: at 
Zhongnanhai this afternoon to seek the opinions of 
persons in charge of various democratic parties anu the 
All-China Federation of Industry and Commerce 
[ACFIC], as well as public figures with no party affilia- 
tion, on the Government Work Report (draft issued for 
purposes of soliciting opinions). 


In their speeches, Fei Xiaotong, Lei Jieqiong, Cheng 
Siyuan, Lu Jiaxi, Li Peiyao, Wan Guoquan, Cai Zimin, 
Jing Shuping, Yang Jike, and Xu Caidong—persons in 
charge of the central committees of various democratic 
parties and the ACFIC, as well as public figures with no 
party affiliation—unanimously maintained that the 
draft report’s appraisal of last year’s achievements in 
reform and development is realistic; its analysis of 
current difficulties and problems is accurate; and its plan 
for this year’s work is appropriate. They all expressed 
agreement with the report. 


Earlier, the CPC Central Committee United Front Work 
Department, entrusted by the State Council, had orga- 
nized persons in charge of the central committees of 
various democratic parties and the ACFIC, as well as 
public figures with no party affiliation, to carefully read 
and discuss the Government Work Report (draft issued 
for purposes of soliciting opinions) to be delivered by 
Premier Li Peng at the Third Session of the Eighth 
National People’s Congress scheduled to open on 5 
March. During today’s forum, they spoke out freely, and 
offered many constructive views and suggestions. 


Fei Xiaotong, China Democratic League Central Com- 
mittee chairman, proposed: We should clearly under- 
stand our national conditions—that our country is still a 
developing country, and we are still not well-to-do. The 
Government Work Report should stress the need to 
carry forward the tradition of making arduous efforts 
and building the country through thrift and hard work, 
and to strongly oppose wining and dining, extravagance, 
and waste. Li Peiyao, Revolutionary Committee of the 
Chinese Kuomintang Central Committee chairman, and 
Wan Guoquan, China Democratic National Construc- 
tion Association Central Committee vice chairman, 
maintained: At present, the tendency toward deception, 
boastfulness, and exaggeration is spreading. Mindful of 
bitter experiences in the past, our party and government 
have always taken a very clear-cut stand against this 
phenomenon. The report should devote more discussion 
to this issue so that people throughout society, especially 
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leading cadres at all levels, will gain a clearer under- 
standing of the gravity and harmfulness of this phenom- 
enon. 


In their speeches, Lei Jiegiong, China Association for 
Promoting Democracy Central Committee chairwoman; 
Cheng Siyuan, a public figure with no party affiliation; 
Lu Jiaxi, Chinese Peasants’ and Workers’ Democratic 
Party Central Committee chairman; and Yang Jike, 
China Zhi Gong Dang Central Committee executive vice 
chairman, maintained: Agriculture, rural areas, and 
peasants are now the hot topics of our society. We should 
truly increase input in agriculture in a step-by-step 
manner, adopt various measures to make peasants more 
enthusiastic avout tarning, and further increase peas- 
ants’ incomes. Moreover, as the current contradiction 
between population and land in rural areas is growing 
more prominent, we should vigorously rehabilitate 
arable land, develop wasteland, transform low-yield 
farmland, and stop the indiscriminate occupation and 
misuse of arable land. 


Li Peiyao; Cheng Siyuan; Cai Zimin, Taiwan Demo- 
cratic Self-Government League Central Committee 
chairman; ACFIC Chairman Jing Shuping: and Xu Cai- 
dong, Jiusan Society Central Committee executive vice 
chairman, expressed their views on prices. They main- 
tained: Excessive price increases have now become a 
rajor issue of widespread concern to society that affects 
people’s vital interests. This issue merits close attention. 
The report outlines the goals of and specific measures for 
controlling price increases this year. The entire country 
should make joint efforts to truly implement these mea- 
sures to the letter. 


In their speeches, persons in charge of the central com- 
mittees of various democratic parties and the ACFIC, as 
well as public figures with no party affiliation, also 
presented their views and suggestions on further nar- 
rowing the gap in economic development between 
eastern and western regions, on assisting village and 
town enterprises; on paying more attention to education, 
science, technology, and spiritual civilization; on 
opposing feudal superstition; on strengthening democ- 
racy and the legal system; on promoting traditional 
Chinese medical care; on stepping up law-enforcement 
inspections, on vigorously creating more employment 
opportunities; and on expediting the pace of establishing 
a modern enterprise system. 


After hearing their speeches, Premier Li Peng thanked 
them for offering many extremely sound views. He said: 
After careful research, we will incorporate and adopt 
your suggestions on the draft Government Work Report 
issued for purposes of soliciting opinions. We hope that 
the Government Work Report will be more comprehen- 
sive and geared to actual circumstances following 
repeated solicitation of opinions and amendments. 


Premier Li Peng also had a frank and sincere [tan shuai 
cheng ken 0982 3764 6134 2017] exchange of views with 
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the participants on prices, agriculture, education, spiri- 
tual civilization, and the anticorruption drive. 


Other persons in charge of the central committees of 
various demccratic parties and the ACFIC, as well as 
public figures with no party affiliation present at the 
forum included: Ngapoi Ngawang Jigme, Peng 
Qingyuan, Ding Shisun, Zhu Yuancheng. Chen Shunli, 
Fang Rongxin, Wang Songda. Hao Yichun, Zhang 
Kehui, and Zhang Xuwu. 


Also present to hear their vtews were leading Comrades 
Zhu Rongyi, Zou Jiahua, Qian Qichen, Li Langing, Jiang 
Chunyun, Luo Gan, and Wang Zhaoguo, as well as 
persons in charge of relevant departments and the Gov- 
ernment Work Report drafting group. 


Li Tieying Holds Teleconference on Housing 
Project 


OW 1602175195 Beijing XINHUA in English 1702 
GMT 16 Feb 95 


[FBIS Transcribed Text] Beijing, February 16 (XIN- 
HUA} —China’s State Council has given its approval to 
the national Comfortable Housing project, according to 
a telephone conference with officials held here today. 


Member of the Political Bureau of the Communist Party 
of China (CPC) Central Committee and the State Coun- 
cillor, Li Tieying. said during the conversation that the 
project is expected to promote reforms in the urban 
housing system and the construction of low-cost housing 
for ordinary urban residents. 


Li, also head of the leading group in charge of housing 
reform under the State Council, said that the Central 
Committee of the CPC and the State Council have 
always shown concern for reforms in the urban housing 
system and the improvement of people's housing condi- 
tions. 


The State Council recently approved the plan of the 
national Comfortable Housing project, which was 
drafted by the group. 


The major aim of the project is to promote reforms in the 
housing system, under which houses will be provided to 
residents at cost. 


Li also said that the five-year project, with a total floor 
space of 150 million sq.m. [square meters], will be 
supported by loans provided by national banks, with 
local governments using special funds for the reform of 
the housing system and for cost cutting. 


The project will be started in 59 large and medium-sized 
cities, which have shown success in their reforms of the 
housing system, according to Li. 


Report on Leaders’ Activities 8-16 Feb 
OW 1702024295 


[FBIS Editorial Report] PRC media monitored by FBIS 
from 8 to 16 February carried the following reports on 
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PRC Central Leadership activities. The source 1s noted 
in parentheses after each report. 


Li Langing Exhorts Journalists—A group of young jour- 
nalists from Beijing recently concluded 2 news-gathering 
tour of poor areas, to obtain first-hand information on 
the implementation of the “Hope Project” for children 
unable to go to school. “After hearing a briefing from the 
group, Li Langing, Political Bureau member of the C PC 
Central Committee and State Council vice premier, 
thanked journalists for their care and support for educa- 
tional undertakings in poor areas, and noted that the 
tour was also conducive to the young journalists healthy 
growth, adding that their suggestio.. ment the close 
attention of all. Discussing donations for the ‘Hope 
Project, he said that each and every penny of contribu- 
tions from educational enthusiasts should be spent on 
education, especially on helping poor children who 
cannot afford compulsory education.” (Beijing 
XINHUA Domestic Service in Chinese 2151 GMT 11 
Feb 95) 


Li Peng Writes Movie Name—To further publicize 
“China's agenda for the 21st Century” and enhance the 
people's awareness of the future, the State Science and 
Technology Commission, State Planning Commission, 
and Being Television Station have decided to promote 
a full-length television series on a special topic: “The 
21st Century Is Not a Dream.” Premier Li Peng has 
written the name of the film. Shooting will begin soon. 
(Beijing XINHUA Domestic Service in Chinese 1017 
GMT 13 Feb 95) 


Zou Jiahua Speaks at Meeting—According to the State 
Statistical Bureau, China's population, excluding the 
Taiwan, Hong Kong, and Macao regions, will reach |.2 
billion on 15 February. Today, the CPC Central Com- 
mittee Propaganda Department, State Commission on 
Family Planning, and seven other units jointly held a 
meeting to mark the day when China's population will 
reach 1.2 billion. The meeting was presided over by State 
Councillor Peng Petyun. Addressing the meeting, Vice 
Premier Zou Jiahua said: “All areas should implement 
the current state policy on family planning in an all- 
around way.” (Beijing Central People’s Radio Network 
in Mandarin 1030 GMT 14 Feb 95) 


Zou Jiahua Meets Children—On 14 February, 12 kin- 
dergarten children were just about to finish their gouache 
called “For the 1.2-Billion Population Day” at the Great 
Hall of the People in Beijing, when Vice Premier Zou 
Jiahua, State Councillor Peng Peiyun, and Vice 
Chairman of the National People’s Congress Standing 
Committee Wu Jieping arrived to laud the children for 
doing a good job. Zou Jiahua said: “Your drawing is 
excellent.” (Beijing XINHUA Domestic Service in Chi- 
nese 1204 GMT 14 Feb 95) 


Qiao Shi Visits Exhibition—Qiao Shi, chairman of the 
People’s Congress Standing Committee, visited the exhi- 
bition of Chinese paintings by two noted Chinese 


This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 


16 NATIONAL AFFAIRS 


painters in Beijing on 15 February. (Beying XINHUA 
Domestic Service in Chinese 0926 GMT 15 Feb 95) 


Li Tieying Meets Actors—Li Tieying, member of the 
CPC Central Commitice Political Bureau and state 
councillor, met with the principal actors and creators of 
the television series: “The Romance of the Three King- 
doms” in Zhongnanhai on !6 February. Li Tteying said: 
“The Central Television Station has made use of the 
modern means of television to present to the audience, 
especially the younger generation. magnificent hrstorical 
scenes and to publicize the fine culture of our nation. 
This has great significance and its impact will be very 
great.” (Beijing Central Television Program One Net- 
work in Mandarin 1100 GMT 16 Feb 95) 


Official Urges More Funds To Operate Prisons 


HK1702073895 Beijing CHINA DAILY in English 17 
Feb 95 p 2 


[By Xiao Ma: “More Cash Sought to Operate Prisons”’] 


{[FBIS Transcribed Text] CH!NA’S Party and govern- 
ment organs should understand the special importance 
of China’s 685 prisons and safeguard their smooth 
running with concrete actions. 


The call came from State Councillor Luo Gan who asked 
representatives attending a national conference on 
prison work to guarantee enough spending on prisons. 


This would conform with the nation’s newly-passed 
Prison Law, which called for State and regional budget to 
inject funds in running prisons. 


“The prisons hold an unreplaceable position in safe- 
guarding social stability and economic growth,” said Luo 
at the close of the Ninth National Working Conference 
on Prison Work in Beijing yesterday. 


During the past 45 ycars, Chinese prisons had reformed 
over 10 million inmates. reforming most of them into 
self-reliant citizens. 


By releasing about 300,000 prisoners a year, prisons are 
of vital importance to the » Il-being of society, Luo 
noted. 


Currently, the prisons hold 1.28 million inmates. 


Safeguarding the safety and stability of prisons carries a 
great impact on people's lives and on reforming crimi- 
nals. 


Luo acknowledged that various elements affecting social 
stability still persist. 


In some places, public security is poor and criminal cases 
were still rampant. 


In reforming inmates, the prisons should stick to the 
dominating principal of “combining penalty with 
reforming, with the focus on transforming the inmates,” 
Luo said. 
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The injected funds from the State will be used to 
accommodate prison staff and upgrade equipment in 
prison. 


Vice-Justice Minister Znang Xiufu said the quality of 
prison policing should be raised to better manage pris- 
oners. 


And more activities should be carried out to initiate a 
drive in building a modern prison system in China. he 
said. 


The Justice Ministry yesterday rewarded 50 prison ~war- 
dens and commussars for their contributions to prison 
management, education work and production. 


Justice Ministry To Set Up Human Rights Center 


11K 1602154295 Beijing in English 1341 GMT 16 Feb 
95 


[FBIS Transcribed Text] Beijing, February 16 (CNS)}— 
China’s Ministry of Justice is currently preparing plans 
for setting up a research centre for justice-related human 
rights, said Xiao Yang, the Minister of Justice at today’s 
conference of directors of provincial justice bureaus. 


China should strengthen its research in this sectc¢ prior 
Carrying out international cooperation in the justice- 
related human rights field, Xiao believed. 


Moreover, China should speed up its pace to reach 
agreements with friendly countries on international 
cooperation to effectively deal with commercial disputes 
and crack down on transnational criminal activities. 
Meanwhile. China should actively adopt international 
practices in this sector, Xiao emphasized. 


China’s lawyers and solicitors are now exerting an 
important role in maintaining soc)ai and economic order 
in the country, Xiao stated. 


Lawyer has become the most popular profession in 
China. The country had more than 82,000 qualified 
lawyers by the end of last year. In 1994, 117,000 candi- 
dates took law qualification examinations, marking the 
highest record in history. 


China has more than 6,600 lawyer firms at present, a 29 
percent increase over 1993. More remarkably, the Jus- 
tice Ministry has so far approved the establishment of 41 
representative offices by foreign lawyer firms in China. 
Last year the Ministry also allowed 359 lawyers from 
Hong Kong, Macao and Taiwan to participate in China's 
law qualification examinations. 


China shouid actively study the feasibility of establishing 
a legal aid system so as to provide free legal service to 
those parties concerned who have financial difficulties, 
said Xiao. 
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Official Views Beijing-Shanghai High-Speed 
Railway 

OW1702020395 Beijing XINHUA in English 0113 
GMT 17 Feb 95 


{[FBIS Transcribed Texi] Beijing. February 17 (XIN- 
HUA)—Construction of the Bei:rg-Shanghai high- 
speed railway is still a long-term plan, according to an 
official with the Ministry of Ratlways. 


The official denied that the project had been ‘approved 
by the central government and const:uction will start in 
1996,” as some local newspapers reported. 


“All we are doing ncw is preparing the feasibility study 
for the project. It's impossible to siart construction in 
1996,” said the official. 


But he said that experts from the China Communica- 
tions and Transportation Association (CCTA), the 
China Railway Society ‘CRS) and the World Bank 
agreed that the first high-speed railway in China should 
connect Being and Shanghai. 


The planned railway will stretch 1.300 km, about 150 km 
shorter than the preseat railway line. The designed speed 
is expecied to reach up tv 500 kph. and the journey will 
only take sever hours, as opposed to the present 17 
hours. 


So far, China only has one express railway, which 
connects Guangzhou and Shenzhen, two major cities in 
south China’s Guangdong Province. 


The railway, which allows speeds of 160 kph, started its 
passenger service December 23 last year. 


*Railroad Newspaper Views Policies, 
Achievements 

9SCM0066A Being ZHONGGUO JIZHE [THE 
CHINESE JOURNALIST] in Chinese No 10, 15 Oct 94 
pp 13-18 


[Article by the RENMIN TIEDAO Offfice: “Correct Path 
For Self-Determination of News Dissemination” ] 


{[FBIS Translated Text] Correct leadership through the 
media is a fundamental task of Party newspapers in their 
propaganda work. In recent years, the RENMIN 
TIEDAO has adhered very closely to the Party's basic 
line; this has been closely linked to the true situation of 
our railways, steadfastly implementing what Party orga- 
nizations have arranged in the Ministry of Railways, 
conscientiously adhering to the correct leadership of 
media propaganda, cheering for the primary circum- 
stances and singing the pratses of the mainstream, cre- 
ating the road to reform. encouraging development, and 
helping to stabilize society. It has become a powerful 
propaganda tool for the Party organization in the Min- 
istry of Railways and has played an important role in 
railroad reform and development. 
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Reviewing the publicity practices of RENMIN TIEDAO, 
we feel that it has conscientiously adhered to correct 
leadership through the media in the following five 
respects. 


First, Publicizing the Chief Circumstances W bile 
Remaining Closely Connected to the Core. 

The most fundamentai task in adhering te correct lead- 
ership through the media is firmly mastering the Party's 
basic line, staying closely connected to the central work 
of the Party, while vigorously publicizing Comrade Deng 
Xiaoping’s theory of building socialism with Chinese 
characteristics and the main circumstances of “control- 
ling opportunities, deepening reform, extending opening 
to the outside, promoting reform and maintaining sta- 
bility”. RENMIN TIEDAO has closely mastered this 
fundamental principle, standing by the entire work of 
railroad, conducting macroscopic media guidance, 
striving to create a better media situation for compre- 
hensive reform and development. 


In publicizing the overall situation, we 2!so pay attention 
to setting up propaganda assignments according to the 
key points of work in the entire railroad system and the 
whole nation at different periods. with promptly orga- 
nized tactical propaganda assignments. For example, 
Starting this year, we concentrated on reporiing on the 
all-railroad leaders and cadres conference, with the focus 
on publicizing a series of imporiant mezsures concerning 
railroad reform and development by the Party organiza- 
tion in the Ministry of Railways; on an anti-corruption 
campaign, leading the anti-corruption struggle in the 
entire railroad system toward deep progress, on the 
campaign of regulating safety cnerations throughout the 
railroad system and elevatin, .ne safety foundation for 
the entire railroad system to a new level; and on con- 
struction of six major projects such as the Jingjiu rail- 
road, which fully expressed the spiritual image of rail- 
road construction workers. Because these tactical 
propaganda assignments had expiicit focal points and 
the media was concentrated, they formed the propa- 
ganda offense for the entire railroad system, and played 
a leading role in carrying out the Party organization's 
united strategic arrangements and promoting overall 
railroad work. Let's take another example. During the 
“two conferences” period, we took this as a very good 
opportunity to publicize the overall situation and correct 
our media leadership. We referred to the past year's “two 
conference” reporting experience. conscientiously 
planned reporting arrangements and organized strong 
forces. with the entire newspaper staff taking un:/ied 
measures and editors and correspondents coordinated 
for the work. Regarding leadership ideas, we have high- 
lighted publicity for the “20-words™ principle. Regarding 
the context of publicity, we closely associate the realities 
of railroads with the government's work report, and 
publicize the attention and solicitude for ranlroad work 
shown by the People’s Congress and the People’s Polit- 
ical Consultative Conference, reform and development 
in the railroad business, achievements of democratic and 
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legal construction in the raslroads, etc. Regarding means 
of publicity, we center on “hot spots” in railroad work, 
paying attention to organizing powerful, insightful 
reports, tracing reports and exclusive stores, as well as 
being boldly creative im our editorial work. Since our 
“two conferences” report stressed what was new and 
creative 19 the characteristics of railroad work, we won 
initiative rights in media publicity of the “two confer- 
ences”. We have shown our distinctive characteristics in 
capital news circles, and formed strong media power for 
the entre railroad system to implement and carry out the 
“20-words” principle. 


In publicizing the overall situation. we have paid special 
attention to correctly handling ihe relationships among 
reform, development, and siabilization. We have pur- 
sued stability and appropriateness, tned to avoid biases, 
and stopped the kind of reports that collect together to 
stir up a wind. We have paid attention to standing by 
stabilizing the overall situation, reporting successful 
experiences in enterprise reform by seeking truth from 
practice. and firmly and steadily guaranteeing correct 
leadership of propaganda for the overall situation. 


Second. Publicizing the “lainstream, Controlling the 
Basic Line 


In adhering to correct media leadership, we also pay 
attention to strengthening our publicity of the main- 
stream, which 1s adherence to the principle of taking as 
the dominant factor those reports which show the posi- 
tive side: taking unity, stability and encouragement as 
the basic line, making our publicity beneficial to unifying 
the peoples’ minds; and -..ging the people to go forward 
and giving them confidence and strength. In controlling 
the propaganda mainstream, our focus stresses the fol- 
lowing, strengthened by the power of positive publicity: 


—Publicizing Deng Xiaoping’s theory of building 
socialism with Chinese characteristics and the Party's 
basic line, confirming its direction to the people. 


—Publicizing the flourishing development and great 
achievements in economic construction, especially in 
railroad construction, to strengthen people's confi- 
dence. 


—-Publicizing the correct confrontation and handling of 
various new problems which appear in our establish- 
ment of the socialist economic system, especially the 
suitable resolution of new contradictions in the rail- 
roads going to the market. 


—Pubiicizing the great benefits of constructing spiritual 
civilization and implementing the socialist market 
economic system brought to the railroad workers, 
giving them hope. 


For example, we have put a great deal of effort into 
publicizing major developments in railroad construc- 
tion. We have published four whole pages of pictures on 
the national railroad construction situation, vividly 
depicting the situation of the nation’s railway progress. 
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Meanwhile, we also carned progressive reporting of 
importznt projects in such places as Jingyw. Baozhoang, 
Nankun, and the Beijing West Civil Railway Station, 
giving the masses of readers time!) knowledge of 
progress in railroad work. We created such special col- 
umns as the “Jingjw Project Reporting Series”. and 
“Pictures of *he Jingjw Project.“ giving in-depth pub- 
icity coverage to the Jingjyw railway construction. 
Reports of these focal construction projects have been 
aired many times on CCTV, and have had a maer 
impact on the overall cailway system and on the nation 


Taking another exampic. in publicizing the construction 
of spiritual civilization throughow’ the rail sssiem. we 
have clarified the major lines and probed deepl:. We 
have carried out macroscopic descriptions and full dire< 

tional reports on the entire rail sysiem’s construction of - 
a cultural line, the whole railroad train heads loving the 
heart campaign, and the whole railroad youth volunteer 
activities, etc., which played 4 powerful media promo- 
tion function in construction of the whole railroad’s 
spiritual civilization. From October 199! to March 
1993. we consequently issued four poiical discussion 
reports: “Mao Zedong and the Mac Zedong Train”. 
“Zhu De and the Zhu De Train”, “Zhou Enla: and the 
Zhou Enla Train” and “Lei Feng and the Lei Feng 
Train™. These four political discuss‘on reports exposed 
the inevitable connection between great persons. heros. 
and models and the railroad by nieans of solid and 
sufficient historical documents, and praised their high 
moral quality and the great achievements of train staff; 
by means of vivid and moving writing. calling on people 
to find their lost life goals. establish high value standards 
in their lives, and vigorously stimulating the high revo- 
lutionary spirit of “wholeheartedly serving the people”. 
This elicited strong reactions among readers and pro- 
duced a deeper level life value leadership function in the 
whole railroad system's construction of spiritual civili- 
7ation. 


Of course, when we emphasize focusing on positive 
publicity, this does not mean we do not want critical 
reports. As we give our attention to critical reports for 
negative models, we are more careful about controlling 
the basic line. We aim to expose problems but not 
exhibit them, expose conflicts but not charpen them: our 
goals are to relieve conflicts and resolve probicms. 
Meanwhile, we pay attention when the facts are true to a 
suitable degree. For example. there 1s the recent criticism 
of the Nanchang 67/70 train and the Hangzhou and 
Baoji raiway stations; all these reports were quite suit- 
able in their treatment. This fully brings the normal 
media monitoring power into play. and fills the role of 
being a lesson for the entire rail system. 


Third, Publicizing Models, Advocating a Correct 
Atmosphere 

Leading people by correct media requires creating 
models as a path. We paid a great deal of attention to 
doing a good job of reporting models in our publicity, 
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vigorously praising pioncering stores of model peopic, 
paying attention to taking advantage of the power these 
models have to encourage correctness. This is both the 
detailed context of our correct media leadership and an 
effective means of strengthening positive publicity 
results. In recent years, we have given particular pub- 
licity to the stemes of over 20 heroes and models, 
including Chen Shanmin. Xu Zyu, Ren Fengyin, Xiong 
Yunging, Re Yihzn, and others. This has established 
models for railway personne! and formed a media atmo- 
sphere of learning about pioneers t? oughout the railway 
system. 


RENMIN TIEDAO’s model pub!icirty has made a deep 
impression ea readers and has “hown some distinctive 
characteristics, one of which 1s insightful probing. On the 
basis of choosing the right models. our focus has been on 
probing at the s:deologica! level to expose internal spin- 
tual motivations and life values. For example, Chen 
Shanmin’s spirit of devotion to the people's interests. Xu 
Zhiju's spirit of devotion to revolutionary business by 
contnbutine himself, Rer Fengyin’s spirit of sticking ’o 
her job v-hile pursuing betier and higher services, cic. All 
of these put forward this cra’s revolutionary spint from 
different angles and had a major »mpact on the entire rail 
system. Another characteristic 1s giving more weight to 
page arrangement. Generally, these were published as 
the lead story on page one and were accompanied by an 
editorial discussing the article, therefore having a 
stronger attraction for readers. A third example is mul- 
tiple reporting methods. Some of these were reported in 
series, some were presented as follow-up reporting, and 
some were done by the method of using both text and 
pictures. It increased readability and impressiveness. 
Meanwhile, we also presented such articies as “CCP 
Members Vigorously Build Socialism”, “CCP Members 
Contributing and Building Careers”, etc., giving pub- 
licity to the stories of a group of advanced people who 
were quictly making contributions from their ordinary 
positions, and advocating the correct atmosphere. 


Fourth, Publicizing Frontline Workers, Facing the 
Grass-Roots Units 


In insisting on correct medi leadership, we cannot 
ignore the main objects of socis: practice—the masses of 
people. We pay attention to getting our news slant out to 
the grass-roots units, air our camera to ordinary workers, 
add the weight of reports to the frontline workers in 
production and transportation. 


For a time, movie stars and popular singers assumed lead 
roles in the publicity of some news media. This was when 
there was not enough power in publicizing those masses 
of people who were on the front lines of reform and 
opening and in economic construction. In this, we delib- 
erated calmly what was the true meaning of a “star,” and 
came to realize that people are the main force in reform 
and opening up—they play the leading roles in news 
media propaganda. “Each trade has its best, each posi- 
tion has its star”. We did not blindly pursue what was 
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“hot”, but extended the boundaries of “stardom.” We 
vaid attention to expanding from cultural areas out to 
each irede, extending to the grass-roots units, public: 7ing 
those who were “stars at their positions”, and inc.cased 
the publicizing strength of ordinary railroad workers. 


Therefore, in addition to increasing the volume of infor- 
mation in our normal reports. we also paid attention to 
doing three columns well. One, begun this January, 
added a “star list” in a prominent position on page onc, 
letting ordinary people get in respectful places. It specsf- 
ically published particular stories of workers in rare 
kinds of job positions on the primary front line, prarsing 
their revolutionary spirit of firmly staying at their own 
job, happy to bear hardship and willing to contribute. A 
second, begun in April of this year, added a “precious 
information window” on page one. This collected the 
brilliant spots and highlights in lives on the front line 
and exhibited grass-root units in colorful pictures. 
Through reporting precious information among workers, 
these educate and lead masses of workers. The third was 
to shift the “group and team lives” from page three to 
pag. two, increasing variety and becoming closer to 
group and team workers. Because we added weight to 
grass-root unit reporting, the focus of the reports has 
moved downward, and the newspaper has gained in 
reputation! 


Five, Publicizing Hot Spots, Leading Correctly 
Persisting in correct media ‘eadership leads to some 
distinct problems. Onc of these is that of controlling 
publicity regarding societal hot spots. Societal hot spots 
are reflections of how strong)y people care about new 
measures for opening and reform, new changes in their 
economic lives, and major events both domestic and 
international. This is a sort of subjective existence. Large 
numbers of various new situations and probicms will 
appear, especially with further reform and changeover in 
the economic system. When these appear. our position 
cannot be one of evasion of blind publicity; the correct 
position is to dare to be tough and good at guidance. We 
must stand out from the main situation, set oul macro- 
scopic direction, and analyze the details, handling dif- 
ferent situations individually, we must do our publicity 
work with specific aims, enthusiastically and actively 
guide the resolution of contradictions, straighten out the 
mood, and stabilize the main situation. In propagan- 
dizing hot issues, we generally have adopted three 
methods: 


— Using heat to treat the hot. For example. the hot spots 
of most concern to the masses of workers are such 
matters as the nation’s economic development, the 
railway construction situation, the safety of transpor- 
tation, etc. For these issues, we try our best to satisfy 
readers’ needs, reporting the context of these in great 
numbers. RENMIN TIEDAO has formed public hot- 
lines for central economic issues, railway construction 
issues, safe transportation issues, etc. 
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—Treating the hot by the <iegree of warmth. The most 
distinct example is that we must control the degree of 
suitability for publicity of reform measures. For some 
measures, we both do and publicize, while for some 
others «2 only do but do not publicize. For example, 
the report on the reform trial experimental site in the 
Jinan Rai!way Bureau—after 1 had accomplishments 
and formed established experiences, with the approval 
of the Ministry of Railways, we issued a report which 
stressed its application to overall railway reform. For 
another example, in publicizing the reform of 
employee welfare treatment problems in cach work 
unit, we believe that these differing situations should 
be handied separately. for blind publicity can easily 
lead to comparisons, which can be destabilizing. So we 
generally do not report these. 


—Treat the hot with cold. For example, when 1t comes to 
public.zing some legal cases which are “famous 
because they are hot”. or publicity which impinges on 
some celebrities’ privacy. ctc.. we keep ourselves calm 
and conscientious and absolutcly do not blindly follow 
the trend. 


We have the following feelings about persisting in correct 
media leadership: 

One, Persisting in Armed With Theory 

Continuing To | Any Pee 


The political consciousness of persisting in correct media 
leadership stems from an awareness of the vital signifi- 
cance of media leadership. Through reviewing and sum- 
ming up our Party's experience on both the positive and 
negative sides of news media propaganda, our under- 
standing continucs to grow. The news media is a sort of 
huge spiritual power, filling a role that cannot be 
replaced by administrative force. Every country and 
political party pays a great deal of attention to its news 
media and also has a very obvious tendentiousness. 
Party newspapers must be based on the Party's princi- 
ples, take the theory of building socialism with Chinese 
characteristics as the fundamental direction, grow out 
the people's fundamental interests, and aim at pro- 
moting the construction of socialist modernization to 
carry out publicity leadership. 


This political awareness of correct leadership more 
importantly comes from studyiny, and understanding 
Comrade Deng Xiaoping’s theories. For correct media 
leadership, it is most fundamental that we persist in 
arming the entire Party and all the peopie with Comrade 
Deng Xiaoping’s theories about building socialism with 
Chinese characteristics, unifying people's ideology along 
the Party's basic lines, and encouraging people to engage 
in the great business of constructing socialist moderniza- 
tion. It 1s only through thor sgh study and deep under- 
standing that we can cor uct accurate propaganda 
leading to conscious activity. Therefore, no matter how 
busy our work is, we must still persist in study with the 
party committee central organization, associate our 
studies with practical newspaper publicity, study and 
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research “Deng Xiaoping’s Selected Works.” and study 
and research the Party's line, principle. and policies. We 
must aim for focal points of publicity over a penod of 
trae, research the teachings and spirit of central zovern- 
ment leaders, conduct our propaganda missions around 
the work of the ministry's party organization, and imple- 
ment and carry out their pians. Meanwhile. we should 
also raise the learning atmosphere of all personne! im 
society, aria every person's brain with the theory of 
building socialism with Chinese characteristics, and inte- 
grate correct media leadership into the activities of all 


newspaper staff. 
Senay Walk che Commel Pats 


Lb ess Mabasin 

ssi Aan, te tiie dh die dial 

tcadership, we must pay attention to strengthening dis- 

ciplinary restrictions, strengthening self restriction im 

news media publicity, and keeping 1 im step with ihe 

central government and the ministry's party organi7a- 
tion. 

—In accordance with the central government's require- 
ments of news media propaganda, we have issued 
stipulations for strengthening propaganda discipline 
and secrecy, to prevent news from losing the trut, 
strictly forbidding “checkbook journalism,” cic. These 
will strictly iegulate news media propaganda activi- 
ties, assure strict compliance with news media propa- 
ganda discipline, strengthen the self restriction 
system, and bring a halt to violations of discipline in 
news media propaganda. 

—Reports concerning important models and important 
problems, or of those publicity topics about which we 
are still uncertain, should be reported promptly to the 
ministry's party organization and political depart- 
ment, thus adhering to carrying cut tmp’ -mentation in 
accordance with the uniform arrang ments of the 
party organivation. For example, just prior to publica- 
tion of a report on the Liuzhou P.ailway Burcav's 
achievement of 2,900 consecutive dys of safe cpera- 
tions, an injury accident suddealy occurred in the 
bureau's administrative jurisdiction. Should this 
achievement still be counted? Should we publish the 
report? We made many inquiries of relevant ministry 
leaders and departments, and temporari’y postponed 
publication. After investigation had coxfirmed that 
the accident was out of the scope of the achievement, 
and affirmed that is was actually a non-railway acci- 
dent, we published this piece of news with the 
approval of Ministry of Railways officials. 


—Adherence to the newspaper evaluation system and 
implementing the first reader system. Every depart- 
ment and office head takes a turn at the duty of 
painstakingly examining and reading the first printed 
issue of the nwspaper, in order to stop leaks in a 
timely mannmt and to avoid major political mistakes. 
At the same time, there is prompt review and sum- 
ming ur: of the publicity over a certain period and scif 
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examination of problems, correct publicity measures, 
and improvement of reporting plans. 


Three, Pay Attention To Reporting Strategy. 
Controlling the Degree of Publicity. 

Correct media leadership demands giving attention to 
observing the circumstances, dialectically and accurately 
controlling the “degree™ of publicity, and paying atten- 
w6n to reportorial strategy. We therefore pay particular 
attention to handling such relationships as whether the 
topic ts hot or cold, the whole situation or partial, main 
stream or branch. and phenomena and characteristics, 
and conduct publicity at the appropriate time, to the 
appropriate degree, and in the appropriate volume. We 
avoid being now hot and now cold, great rises and falls, 
and rushing headlong into mass action which just echoes 
the views of others. In this way we guarantee our 
publicity’s strategy and stability. We emphasize the 
foliow ng several points in finding the “aroropriate 
degree™ for publicity: 

—Appropriate volume: controlling the degree. For 
example, in publicizing the anti-corruption campaign 
and establishing the rghit railway atmosphere, a 
shortage of volume in reporting would not properly 
express the determination and activities of the anti- 
corruption struggle in the Ministry of Railways, how- 
ever, if we expose too much and in too much detail, it 
wouid probably produce a ocgative effect. Therefore, 
we pay particular attention to having a suitable 
volume of publicity. We persist in taking as the 
dominant factor the reporting of positive aspects and 
stress giving publicity to those who have been models 
of honesty in carrying out their offices and models of 
efficient change. We have: exposed very little solid 
evidence of negative aspects and models, so have 
attained good publicity results. 


—Appropriate temperature: controling the degree of 
warmth. For example. concerning ihe aforementioned 
publicity of societal hot spots. when the topic should 
be hot. we are hot, and when it should be cold, we are 
also appropriately cold. 

—Appropriate time: controlling opportunities. For 
example, concerning reports of Baozhong Railway 
construction, although the author had submitted a 
series of articles, considering the Ministry of Railway's 
uniform arrangements, we felt the time was not yet 
ripe: If we published an article in aclvance it would 
have a negative effect on the overall work. Therefore, 
we postponed reporting this news to wait for the time 
to be ripe, and carried out publicity according to the 
Ministry of Railway's uniform arrangements and atti- 
tude toward organizing measures, closely supporting 
the uniform arrangements for overall railway work. 


Four, Continve To Create and Reform, Striving To 
Improve the Quality of Reports 

In order to improve the practical effects of media lead- 
ership, beginning in the second half of 1990, we enthu- 
siastically and steadily advocated news reform, and 
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carned out three measures. The first step was advocating 
brevity and essence. increased information capacity, and 
maintaining the number of icad articles published on 
page one at more than 20. which was number one among 
all newspapers in Beying. The second step of advoca’ing 
on-site short news items increased the readzbility of the 
news, we consequently held six short on-site news con- 
tests with significant achievements. The third step, 
focusing on inforn.ation, emphasized the main position 
of informational news, this created news writing 
methods and let the news take a lead role in the paper. 
This also was a satisfactory achievement. Due to our 
diligent pursuit and continuous exploration of news 
reform, the quality of news publicity has improved 
greatly. In recent years, new products of the the news- 
paper have won over 40 awards in various kinds of 
nationwide news contests. These included “Historic 
Ending to a Lack of Rail Service in Yanan, Our Revo- 
lutionary Sacred Place” and “Make a Bow to Model 
Laborers.” which won first and second class Chinese 
rews awards respectively. Mcanwhile, we have also 
made efforts to explore such areas as model, insightful, 
systematic, complex, followup. strategic. and photo- 
graphic reporting and have accumulated experience. 

In order to assure the quality of news reports, we set 
forth the “three-do-not-cats™ in running the newspaper. 
“Do not cat leftovers,” i.¢., we try to collect and edit the 
news as quickly as possible, try to publish more exclusive 
news items, and try our best to strengthen the freshness 
and vitality of reports and not just pick up what 1s left 
over from others. “Do not cat long noodles,” i.¢.. do not 
extend news neediessly, trying to squeeze out “juice”; 
rather, try to condense news information. to supply more 
news information in a limited number of pages. “Do not 
eat flies,” i.¢., be painstaking in editing and proofreading 
to strictly control quality and reduce the paper's error 
rate to the lowest number possible. Improvements in the 
paper's publicity have won over the masses of readcrs. 


In order to control the direction of media leadership and 
improve our guidance of art, we also vigorously advo- 
cated news study and research activities. Since 1990. our 
has held five conferences in the paper which 
dealt with study of and research on journalistic profes- 
sional work, and published nearly 100 discussion arti- 
cles; we also held two national news profession study and 
research conferences jointly with the Chinese Correspon- 
dents Association, which provided great impetus to our 
news profession reform. We have paid particular atten- 
tion to using the news media's professional journal 
“Searching for the Answer in Newspapers,” associating 
this with reality, and studying and exploring the focal 
points, hot points, and difficult points in news media 
propaganda, to effectively bring “direction of media 
leadership” into play. 
Correction on Deng Follows U.S. Ties 
OW 1702050995 


The following corrections pertain to the item headlined 


“[Deng Rong] Says Deng Follows US. Ties,” published 
in the 16 February China DAILY REPORT, page 15: 


1s prohibited without permission of the copyright owners. 
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Column one, second paragraph of item, second sentence 
make read: ...York Chinese newspaper QIAO BAO and 
the ABC... (changing spelling of newspaper title) 


Column one, third paragraph, first sentence make read: 
...According to QIAO BAO, Deng Rong said... (changing 
spelling of newspaper title) 


Column two, first full paragraph, first sentence make 
read: ...Rong told the QIAO BAO reporter that a... 
(changing spelling of newspaper title). 


Science & Technology 


Nuclear Industry Advances Into Development 
Phase 


OW 1602172595 Beijing XINHUA Domestic Service in 
Chinese 2131 GMT 14 Feb 95 


[By reporter Han Zhenjun (7281 2182 6511)] 


[FBIS Translated Text] Beijing, 15 Feb (XINHUA)—On 
the eve of the Chinese lunar new year, the Qinshan 
Nuclear Powe7z Station succeeded in changing fuel and in 
retransmitting power, and the Daya Bay Nuclear Power 
Station also bid farewell to 1994 with the gratifying 
result of an annual power transmission of 12.43 billion 
kwh. Experts are of the view that China's ability to 
develop nuclear power has passed the test and that those 
two events symbolize China’s nuclear power construc- 
tion advancement from the initial starting stage into the 
development period. 


The Qinshan Nuclear Power Station, the first nuclear 
power station designed by China and constructed in 
China, has been safely and smoothly operating for over 
three years. As a prototype reactor, its load factor 
reached the international commercial-use power sta- 
tion’s standards and won a high evaluation from 
domestic and foreign experts. Not long ago, the Qinshan 
Nuclear Power Project won a special first prize in a 
competition for the nation’s best engineering design. In 
mid October last year, for the first time, the nuclear 
power station stopped the reactor’s operation to change 
fuel, conduct inspections, and make repairs. It resumed 
power transmission before the lunar new year. This 
demonstrates that China has completely mastered the 
whole set of nuclear power technology from design, 
construction, and safe operation, to stopping the reactor 
to change fuel. 


Last year, two of the Daya Bay Nuclear Power Station’s 
generator sets went into commercial operation in Feb- 
ruary and May. One of the generator sets set a good 86 
percent average load factor record. The Daya Bay 
Nuclear Power Station was rated first among the power 
stations by the noted U.S. “INTERNATIONAL 
POWER” magazine in 1994. 


According to the monitoring results released by the State 
Environmental Protection Department and the nuclear 
power station environmental monitoring organ, which 
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were conducted in the nuclear power station zone and in 
its surrounding areas, radioactive materials from the 
nuclear power station were not found in various envi- 
ronmental media. The “three wastes” discharge rate was 
far below the levels set by the state, and reached the 
advanced level of other similar types of nuclear power 
stations in the world. 


China has also made great progress in nuclear fue! 
technology. Last year, Sichuan’s Yibin Nuclear Fuel and 
Parts Plant finished building an assembly line to produce 
fuel and parts for 900,000 kilowatt nuclear power sta- 
tions. It supplied all fuel and component parts for the 
Daya Bay Nuclear Power Station’s second generator set's 
first fuel change. This marks the initial realization of the 
target of producing fuel and parts in China for the 
pressurized water reactor nuclear power stations. The 
production of uranium through the adoption of such 
advanced technology as earth-leaching and dump- 
leaching has not only boosted output, but also lowered 
production costs. 


Security R tions on Science, Technology 
Promulgat 

OW 1002133895 Beijing XINHUA in English 1252 
GMT 10 Feb 95 


[FBIS Transcribed Text] Beijing, February 10 (XIN- 
HUA)}—Rules and regulations on the protection of sci- 
entific and technological secrets have been made public 
by the State Science and Technology Commission and 
the State Secrets Bureau, for the first time. 


Sources said that the new rcgulations are actually a 
revision of the “Security Regulations on Science and 
Technology” approved by the State Council in 1981. 
These regulations, though they have played a vital role, 
are outdated. 


The new rules and regulations clearly set out guidelines 
for secrecy work, as serving the reform. the open policy, 
economic construction and the advancement of science 
and technology. 


They also define the scope of state scientific secrets and 
the standards for determining security classification. 
There are also stipulations on the procedures for deter- 
mining secrets, for applying for protection and for 
changing security classification. 


Under the new regulations, the difference between pro- 
tection by means of patents and by secret protective 
measures is clearly defined. 


Military & Public Security 


NPC Steps Up Law Enforcement Inspection, 
Supervision 


OW 1602130695 Beijing XINHUA Domestic Service 
in Chinese 0718 GMT 15 Feb 95 


[By reporter Liu Siyang (0491 1835 2254)} 
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[FBIS Translated Text] Beijing, 15 Feb (XINHUA)}— 
Over the past year, the National People’s Congress 
[NPC] has stepped up law enforcement and supervision, 
and overseen relevant departments’ improvement of 
their law enforcement work, thereby helping promote the 
implementation of the laws. 


The NPC Standing Committee adopted the “Provisions 
on Enhancing the Inspection and Supervision of Law 
Implementation” in September 7993. In 1994 it dis- 
patched persons in charge of various special committees 
to join eight inspection groups in Guangdong, Zhejiang, 
Liaoning, Henan, Fujian, Jilin, Sichuan, and Shandong. 
They inspected the enforcement of the agricultural law, 
the anti-illegal competition law, the consumer rights and 
interests protection law, the product quality law, and the 
dec:sion of the NPC Standing Committee on punishing 
the crime of producing and selling fake and inferior 
products. The NPC Standing Committee also helped 
make arrangements for Beijing, Shanghai, Yunnan, 
Hainan, Inner Mongolia, Hubei, Shaanxi, Anhui, and 
Heilongjiang to conduct their own inspections. The 
inspections in those provinces achieved excellent results. 


Over the past year, special committees under the NPC 
Standing Committee have treated law enforcement 
inspection as a major task. The Nationalities Committee 
sent inspection teams to Jilin, Liaoning, Qinghai, Xin- 
jiang, and Yunnan to inspect the implementation of the 
autonomy law for minority regions; the Internal and 
Judicial Affairs Committee organized inspection groups 
to conduct checks on major cases in the implementation 
of the decision on strengthening the comprehensive 
management of public security, carried out investigation 
and survey on the implementation of the state security 
law, the handicapped people protection law, the minors 
protection law, and the women rights and interests 
protection law; the Financial and Economic Commit- 
tee’s inspection group checked the implementation of 
the statistics law; the Education, Science, Culture and 
Public Health Committee inspected enforcement of the 
teachers law, the compulsory education law, the patent 
law, and the cultural relics protection law; the Foreign 
Affairs Committee's inspection group visited Xinjiang to 
check on the enforcement of the entry and exit admin- 
istration rules; the Overseas Chinese Affairs Committee 
sent inspection groups to Henan and Jiangsu to conduct 
inspection of the enforcement of the laws related to 
returned overseas Chinese affairs with an emphasis on 
the protection of the rights and interests of the returned 
overseas Chinese and their families; the Environmental 
Protection Committee’s inspection group visited 10 
provinces and regions to inspect the enforcement of the 
environmental protection law, the forestry law, the wild- 
life animal protection law, and the soil preservation law. 
Following inspections, those inspection groups advanced 
opinions and suggestions to the State Council and rele- 
vant departments, which helped solve some problems. 


A person in charge of the NPC Standing Committee told 
this reporter that the adherence in and improvement of 
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the system on law enforcement inspection are quite 
necessary and have far-reaching significance to over- 
seeing localities’ improvement of their law enforcement 
and to enhancing the NPC’s authority and supervisory 
role. In 1995, the NPC Standing Committee will contin- 
uously stress the inspection and supervision of law 
enforcement; it will emphasize inspection of the enforce- 
ment of the laws related to safeguarding the position of 
the market as the main body of the economic activities, 
and to maintaining market order. It will also check on 
the enforcement of women rights and interests protec- 
tion law, the decision on carrying out in-depth publicity 
work on legal system education, and oversee relevant 
organs’ efforts in genuinely rectifying the phenomena of 
not relying on the law, of not strictly enforcing the law, 
and of not investigating law-violation cases. 


Jilin Military District's Leaders Visit Militia 
Units 

SK1702015795 Changchun JILIN RIBAO in Chinese 
30 Jan 95 p 1 


[FBIS Translated Text] By bringing with them the pro- 
found sentiment of friendship, Liu Changfu, commander 
of the provincial military district; Yan Haipeng [7051 
3189 7720}, political commissar of the provincial mili- 
tary district; and Liang Shulin [4731 2885 2651], deputy 
political commissar of the provincial military district; 
came to Guangming township in Changling County on 
the morning of 29 January, which suffered flooding and 
waterlogging disasters last year, and extended cordial 
regards to the officers and soldiers of militia units and 
reserve forces as well as to the family members of 
martyrs and servicemen and the demobilized armymen. 


During their tour in the first commune of Guangming 
village, Liu Changfu and Yan Haipeng visited the home of 
Yuan Chunfu, the family member of a martyr; and the 
home of Zhang Yongfu, the family member of a ser- 
viceman. Commander Liu Changfu relayed to them the 
regards extended by the commanders and fighters of the 
provincial military district and by the officers and soldiers 
of militia units and reserve forces across the province and 
wished them a happy and auspicious Spring Festival. When 
he had learned about the house of Wei Zhanguo, a back- 
bone cadre of militia unit, which was destroyed by the 
flooding last year and was newly rebuilt with the assistance 
of the grass-roots level party organization and the township 
government, Political Commissar Yan Kaipeng encouraged 
him to keep in mind at all times the concern and warmth 
shown by the party and to be the able in production and a 
vanguard in military training. In order to have the mass in 
the provincial military district enjoy a happy Spring Fes- 
tival, the commanders and fighters of the provincial mili- 
tary district have delivered 5,000 kg flour and some com- 
fort fu 1ds to Guangming township in Changling County. 
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General 


*Article Views Deng’s Thesis on Becoming Rich 
9SCE0259A Beijing JINGJI YANJIU [ECONOMIC 
RESEARCH] in Chinese No 12, 20 Dec 94 pp 8-12 


{Article by Academy of Social Scieaces Research Topic 
Team on “Having a Distinctively Socialist Distribution 
Theory and Practice” of the Economics Institu.. of the 
Chinese Academy of Social Sciences: “*Becoming 
Rich’—the Heari and Soul of Distinctively Chinese 
Socialist Distnbution Theory”] 


[FBIS Translated Text] Deng Xiaoping’s theory on the 
distribution of income in China at the present stage ts an 
important integral part of his economic theory on 
butiding socialism with distinctive Chinese characteris- 
tics. Proceeding from China’s realities, Deng Xiaoping 
thoroughly summarized the lessons oi experience in 
China’s practice of Marx's theory of distribution 
according to labor, creatively proposing the “becoming 
rich theory” for guiding the country’s reform and mod- 
ernization. This theory advocates becoming rich through 
hard work, certain areas and certain people becoming 
rich first, and those who become rich first spurring 
others to become rich later for the ultimate realization of 
common prosperity. Deng Xiaoping’s “becoming rich 
theory” is a continuation and development of scientific 
socialist theory. It is the heart and soul of a distinctively 
Chinese socialist distribution theory. “Becoming rich 
theory” is an outgrowth of China's reform and opening 
to the outside world. With the initiation, development 
and intensification of reform, it has gradually become a 
scientific system. 


1. Use of the Ultimate Fruits of the Operation of the 
Economy To Define the Essential Difference Between 
the Socialist and Capitalist Systems 


Deng Xiaoping said: “the supreme advantage of socialism 
is common prosperity. It 1s the thing that embodies the 
essence of socialisrn.”” “Taking the socialist road is for 
gradual realization of common prosperity.” “The first 
principle of socialism is the development of production; 
the second is common prosperity.” He regards both 
common prosperity and the two extremes of wealth or 
poverty as important marks of the substance of the two 
socio-economic systems, socialism on the one hand, and 
capitalism on the other. This thesis is a scientific capsuli- 
zation of the essence of the two economic systems. For a 
long time, people have insularly and abstractly regarded 
practice or nonpractice of public ownership and a planned 
economy as the distinguishing features of the two eco- 
nomic systems, and as an indicator for evaluating their 
individual strengths. Guided by this line of thinking, for a 
time we placed undue stress on following a road of large 
size and collective character, and production for produc- 
tion’s sake, which obstructed the development of produc- 
tivity and stifled the vigor and vitality of socialism. Com- 
monsense economics tells us that people do not produce 
for production's sake. In the final analysis, production is 
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for the purpose of satisfying people’s material and cultural 
needs. Although possession of the elements of production 
is a prerequisite and foundation for profuction, it is not a 
goal in itself. Production divorced from liuman needs must 
ultimately be eliminated. The limitations that human 
consumption exert on production are not transformed by 
the character of the socio-economic system. Engels said: 
“Economic relationships in every society are expressed 
first as interests.” People own, distribute, and use 
resources in various ways, all of which are ultimately for 
their own material benefii and to satisfy their own needs 
for survival and development. The difference is that under 
a capitalist system, the consumption needs of an over- 
whelming majority of the masses is limited by not hurting 
the interests of the minority of capitalists; therefore, cap- 
italism is unable to eradicate the two poles of wealth and 
poverty. Certainly, overall, the standard of living of 
workers in western countries is remarkably higher that of 
their parents, but falls far short of what modern social 
productivity permits. In a capitalist system, the limitations 
of production on the consumption needs of the masses is 
passive, coerced, and restrictive. 


The reasen socialism will replace capitalism, and the 
reason socialism 1s superior to capitalism cannot be 
attributed insula:iy and abstractly to property, and not 
to the way in which resources are aliocated. Instead, one 
must take into account the means of property ownership, 
whether the actual result of ihe allocation of assets nelps 
advance the development of productivity and eliminates 
extremes of wealth and poverty, and whether it helps 
realize common prosperity. Since property or produc- 
tion conditions are publicly owned, it is only right and 
natural that they should mostly serve the material inter- 
esis of the public. According to Marx, the ownership 
system is not an isolated category unto itself. It can be 
expressed only through production, exchange. distribu- 
tion, and consumption, and production, exchange, and 
distribution are all conditions and means for realizing 
consumption demands. 


Therefore, Deng Xiaoping’s use of the real results of 
economic operation and reproduction to distinguish the 
two social systems and to judge which of the two social 
systems is superior is a major departure from the con- 
cepts of traditional socialist economics. 


2. The Dovetailing of Distribution According to Labor 
With the Market besneme To Unify Fairness and 


Deng Xiaoping’s adherence to the principle of distribu- 
tion according to labor, and his thinking on realization of 
a market economy are closely linked. He opposes egali- 
tarianism and edvocates distribution according to labor. 
the greater the work the greater the gain, the less the 
work the less the gain, and no work no eat. He also 
advocates combining a planned economy with a market 
economy. “There is no fundamental contradiction 
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between socialism and a market economy. The question 
is the methods to be used to develop productivity more 
vigorously. ...by combining a planned economy and a 
market economy, one is better able to emancipate pro- 
ductivity and accelerate development of the economy.” 
The most basic thing in maintenance of the socialist 
system is development of social productivity.“ The dis- 
tribution according to labor about which Deng Xiaoping 
speaks is not distribution according to labor with com- 
modities, with markets, but without the laws of value. 
Nor is the market economy about which he speaks one 
which has extremes of riches and poverty and no 
commen prosperity. Deng Xiaoping said: “Our main 
principle is the maintenance of socialism. The problem 
is how to maintain it. Is it by adhering to policies that do 
not eliminate poverty and backwardness, or is it by 
selecting good policies founded on adherence to the four 
principles so that productivity develops fairly rapidly.“ 
His view is that reform of the distribution system must 
apply the principle of helping accelerate the develop- 
ment of productivity and advance the realization of 
common prosperity. “This is true maintenance of 
socialism; otherwise one has the ‘better to have socialist 
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grass than capitalist seedlings’ of the ‘gang of four’. 


Marx’s theory of distribution according to labor was a 
critical continuation and development of utopian 
socialist theory of distribution. Practice since the Rus- 
sian October Revolution shows the basic tenets of this 
teaching to be scientific and consistent with reality, but 
that it also contains an unscientific and utopian compo- 
nent. It can be applied only conditionally. Its applica- 
bility is conditional. Deng Xiaoping’s socialist market 
economy theory carries on the scientific part of Marx's 
teachings on distribution according to labor and rejects 
the unscientific utopian parts. It also resolves logical 
contradictions in the theory of this Marxist teaching. 


The dovetailing of distribwtion according to labor with 
the market economy is possible because the principle of 
exchange of equal labor runs through both of them. In 
the former, the amount of socially required labor serves 
as a yardstick for regulating the distribution of consumer 
gvods; in the latter, the amount of socially required labor 
serves as a yardstick for regulating the elements of 
production, i.e., the distribution of resources. The two 
are a unified production and reproduction process. 


The necessity for dovetailing distribution according to 
labor with the market economy lies in a socialist 
economy not being a product economy devoid of a flow 
of commodities to markets. It should be particularly 
emphasized that China is essentially a developing 
country in which the natural economy occupies a con- 
trolling position. Building and perfecting a socialist 
economy requires a process of dismantling the natural 
economy and great development of the commodity 
economy. Socialism and a commodity economy are 
compatible; socialism is antithetical to a natural 
economy, egalitarianism, and poverty. 
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Nevertheless, there are major differences between the 
distribution system in a market economy and the system 
of distribution according to labor where no markets 
exist. This is manifested largely in the following ways: 
First, in a market economy, diverse forms of ownership 
exist at the same time and multiple forms of operation 
exist at the same time too. It is an economy premised on 
multiple operating entities. This results in distribution 
methods and entities inevitably being decentralized and 
diverse. Second, the roles of the law of distribution 
according to labor and the laws of value are mutually 
restrictive. The purview and form of the role of the law 
of distribution according to labor cannot but be limited 
by the laws of value, and markets and the market 
mechanism cannot but have an effect on distribution in 
the publicly owned economy. The combined role of the 
laws of value and the law of distribution according to 
labor further strengthen so-called “bourgeois rights.” 
They help even more promote the unity of fairness and 
efficiency. 


3. Having Those Who Get Rich First Help Others Get 
Rich Is the Road That Must Be Traveled For Gradual 
Realization of Common Prosperity 


Realizing common prosperity does not mean everyone 
being rich or poor, nor does it mean becoming rich at the 
same time. Derg Xiaoping said: “Our primary goal in 
adhering to the socialist road is realization of common 
prosperity, but egalitarianism is not permissible. ...the 
reform road requires destruction of egalitarianism, and 
destruction of the ‘large common pot’ from which all eat 
regardless of their contribution. In today’s terms, this is 
the correct road.” 


Production forms the material basis for distribution; 
without production, there can be no distribution. The 
level and scale of production determines the amount of 
products that can be distributed and the form of distri- 
bution. When the development of productivity has not 
reached the point where products come gushing forth as 
from a spring, if distribution is equal without distin- 
guishing between skilled labor and unskilled labor, com- 
plex work and simple work, mental labor and physica. 
labor, a situation is bound to ensue of some working 
more but not obtaining more, and some working less but 
obtaining more, or some eating without working. Essen- 
tially, egalitarianism means some people enjoying the 
benefits of other people's work without paying for them. 
This does not encourage people to work hard to get rich, 
nor does it eradicate poverty through the development of 
production. Therefore, egalitarianism can only create 
general poverty; it can lead only to the destruction of 
social productivity. 


Ours is a developing country with a huge population, a 
vast area, and extremely uneven development of the 
economy betweer one region and another, in which the 
dual economic structure of the cities and the countryside 
will not likely be eradicated for a long time to come. 
Therefore, common prosperity cannot be attained at the 
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same rate or at the same time. The attainment of 
common prosperity is a process of gradual advance; 
people’s income and standards of living will generally 
rise on a foundation of the development of production; 
some people and some areas will become rich more 
quickly than others; the rich will spur the poor, and those 
individuals and areas that become rich later will try to 
catch up with those that became rich earlier. In this kind 
of wavelike advance, each wave is bigger than the one 
before it, and ultimately the goal of common prosperity 
is reached. 


People or places that become rich first spurring others 
and those who become rich later trying to catch up with 
those who became rich first is the road that must be 
taken for common prosperity. The phenomenon of some 
becoming rich first and others becoming rich later of the 
socialist system differs in essence from the polarization 
of riches and poverty under capitalism. First of all, 
getting rich first and getting rich later differs in the 
degree and sequence of prosperity founded on general 
improvement of standards of living. By contrast, the 
polarization of riches and poverty occurs as riches 
become increasingly concentrated in the hands of a 
minority as production develops, with poverty accumu- 
lating at the other pole of society. Second, the main 
reason for some getting rich first and others later lies in 
labor and the original state of production, but the 
polarization of riches and poverty is rooted in produc- 
tion conditions, i.e., ownership of the means of produc- 
tion. This means that a small number of rich people use 
their ownership of the means of production to get hold of 
the unpaid-for surplus labor of others to become rich. 
Third, the fundamental interests of those who get rich 
first and those who get rich later are identical, and their 
goals are the same. Their relationship is one of mutual 
advance and mutual cooperation. Conversely, in the 
capitalist system, with its polarization of riches and 
poverty, a small number of people use their monopoly 
over the means of production to exploit the broad 
masses of working people to become rich. The relation- 
ship between the rich and the poor is an antagonistic one 
of exploiter and exploited, enslaver and enslaved. 
Finally, the trend of development suggests that some 
people getting rich first and others getting rich later 
ultimately wipes out poverty and bring common pros- 
perity. By contrast, under capitalism, so long as capitalist 
private ownership exists, polarization of the rich and the 
poor as a trend cannot be eliminated. In order to temper 
social contradictions and conflicts stemming from this 
polarization, Western governments champion social wel- 
fare and social security systems under a variety of names. 
Even though these measures prevent, to a very large 
extent, a trend toward the absolute impoverishment of 
workers, they cannot eliminate polarization at its source. 


In a socialist system, the differences between poverty 
and riches are only relative and transitional. This does 
not mean, however, that elimination of the differences 
between poverty and riches and the attainment of 
common prosperity can occur spontaneously. Although 
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the program for some getting rich first and others getting 
rich later plays a role in providing stimulation and 
guidance, the differences between poverty and riches still 
have a certain negative effect on social order. Therefore, 
the government should apply, as circumstances warrant, 
economic levers and necessary administrative means to 
effect regulation through the redistribution process. 
Deng Xiaoping said: *“One means of solution is for areas 
that get rich first to pay a little more in pic ‘its and taxes 
to support development of needy areas. Of vourse, doing 
this too early is no good either. The vitality of developed 
areas cannot be sapped, nor may egalitarian ‘eating out 
of a large common pot’ be encouraged. ... one can 
envision that when a comfortably well-off standard of 
living is reached at the end of the present century, this 
problem will have to be highlighted and solved.” 


4. Reform of Distribution Means Must Have As Its 
Goal Promotion of the Development of Production and 
Achieving Common Prosperity 


Deng Xiaoping said: “The goal of socialism is the common 
prosperity of all the people in the country, not polarization 
of the rich and the poor.” “There can be no impoverished 
socialism. The special character of socialism is not poverty 
but prosperity. However, this prosperity is the people's 
common prosperity.” “Reform and opening to the outside 
woric are means; the goal is to proceed in three steps in the 
development of our economy.” 


The goal of socialism is eradication of poverty and 
backwardness, elimination of the polarization of the rich 
and the poor, and attainment of common prosperity. 
Under the socialist system, the selection of means for 
allocating resources should not be any immutable model; 
instead it should be subordinate to and serve the goal of 
attaining common prosperity. Relative to this funda- 
mental aim of socialism, production methods and ways 
of distributing and consuming the fruits of production 
are means for attainment of this aim. The merits and 
demerits of any scheme for distributing resources must 
be looked at in terms of the results of its operation. If it 
helps eliminate poverty and bring about common pros- 
perity, it hay a reason for being. Conversely, if it leads to 
general poverty or polarization of the rich and the poor, 
it must be changed. A single goal does not mean rejection 
of multiple means or methods. On the contrary, a 
multiplicity of means or methods better helps the attain- 
ment of common prosperity. Distinguishing the goals 
from the means of distribution and opening up 
approaches for our reforms provide vast room for the 
selection of distribution means, and it is not necessary to 
be wedded to any specific scheme. So long as it helps 
attain common prosperity and avoids polarization of the 
rich and the poor, any method for becoming rich should 
be given full play. 


The diversity of distribution methods depends on the 
diversity of the elements that limit the methods of distri- 
bution. Means of consumption distribution, which ts a 
direct result of the production process, is limited by 
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conditions for the distribution of production, i.e., by 
ownership of the means of production. However, the 
factors determining distribution methods are by no means 
limited solely by the ownership system. Other factors 
include productivity and the nature of the society and the 
economy. Distribution methods are the result of the joint 
operation of all the factors. If productivity and the nature 
of the society and the economy are disregarded, the role of 
the ownership system being deemed absolute, then the 
diversification of distribution methods would have to be 
excluded and the stimulation function of distribution 
methods restrained, thereby leading to a decline in the 
labor productivity rate and the stagnation of productivity. 
This was where the shortcomings of the old distribution 
system lay. Deng Xiaoping said: “Maintenance of 
socialism requires escaping from poverty and backward- 
ness, first of all, for great development of productivity.” 
China is a developing socialist country. “Although we are 
also practicing socialism today, we really fall short of 
standards. It will take until the middle of the next century 
when we attain the level of a developed country, ... before 
we can state nghteously and self-confidently that socialism 
is superior to capitalism.” 


Today, both socialism and capitalism have their own 
special laws of distribution, and they also have in 
common the distribution methods and means of a 
modern market economy. Deng Xiaoping said: ““Numer- 
ous management methods that are ways and means of 
developing productivity may be used by both capitalism 
and socialism. They serve those who use them well.” In 
planning as in markets we must emancipate thinking in 
selecting distribution forms; we must not become preoc- 
cupied with concerns about what is “capitalist” and what 
is “socialist.” We must uphold distribution according to 
labor, and even more we must vigorously advocate hard 
work to become rich. Exploitation must be ultimately 
eradicated. but returns on property cannot be excluded 
at the present stage. As Deng Xiaoping said: “For 
socialism to win superiority on a par with capitalism, we 
will have to absorb and apply all the civilized achieve- 
ments that human society has created, and absorb and 
apply all the management methods and administrative 
means that reflect the laws of modern social production, 
including those of developed capitalist countries. 


5. Need To Pay Attention Throughout to Preventing and 
Overcoming Egalitarianism and Polarization of Poverty 
and Riches in the System Transformation Process 


China is currently in a transitional period from a 
planned economy system to a market economy system. 
In the distribution field, it must uphold elimination of 
egalitarianism, while also guarding against and avoiding 
the polarization of poverty and riches. Deng Xiaoping 
said: “‘Our policy is not to permit society to lead to the 
polarization of poverty and riches, which is to say, not to 
lead to the rich becoming richer and the poor becoming 
poorer. Frankly speaking, we cannot permit the occur- 
rence of a new bourgeoisie.” “The essence of socialism is 
the emancipation of productivity, the development of 
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productivity, the eradication of exploitation, the eradi- 
cation of the polarization of poverty and riches, and 
ultimately obtaining common prosperity.” Opposing 
egalitarianism is an important task in distributicn 
system reform. Ey alitarianism is firmly rooted as a trend 
of thought in China. Since the founding of New China, 
we have instituti onalized egalitarianism; therefore, elim- 
ination of the ir fluence of egalitarianism cannot be done 
in a day. 

While opposing egalitarianism, we must also guard 
against the possibility of a trend toward the polarization 
of riches and poverty. First of all, a market economy 
inherently does not naturally tend toward common pros- 
perity. In a market economy, the laws of value are the 
basic laws that play a role in regulating production, 
exchange, distribution, and consumption. Operation of 
the law of distribution according to labor cannot help but 
be restricted by them. They stimulate competition, and 
they bring about the survival of the fittest. Competition 
can spontaneously lead to the bankruptcy and collapse of 
enterprises, the unemployment of staff and workers, and 
greater disparity between the poor and the rich. They 
bring market mechanisms into distribution, thereby 
commercializing the distribution process. This restricts 
greatly the decisive role of labor in the distribution 
process. Commodity supply and demand, the value of 
money, and prices all become important elements 
restricting distribution. Consequently, in a market 
economy, not only is the covering up of nominal equality 
by actual inequality intensified, but the objective possi- 
bility of a polarization of poverty and riches exists. 
Second, the special climate and conditions existing 
during the transition period from the old to the new 
system also make possible both polarization of poverty 
and riches and the rise of new people of property. The 
diversification of the ownership structure and ways of 
doing business; the pluralization of market entities; the 
proliferation of ways to make money, particularly a 
two-track price system; the widespread existence of 
cracks in the process of destroying the old and building a 
new macroeconomic regulation and control process; and 
possibilities for transforming authority into money, etc., 
all provide unprecedented opportuniiies for a small 
number of people to get rich from ill-gotten gains. At the 
same time, reform of the enterprise system will trans- 
form hidden unemployment among incumbents into 
open unemployment, and it will be difficult to put a 
social security system on a sound footing for a time. This 
will mean a large increase in the number of needy people 
awaiting rescue. Therefore, prevention of the possible 
occurrence of the polarization of riches and poverty 
during the transition period is an important topic in 
reform of the distribution system. 

New Value-Added Land Tax To ‘Curb’ 
Speculation 

OW1602141095 Beijing XINHUA in English 1339 
GMT 16 Feb 95 


{[FBIS Transcribed Text] Beijing, February 16 (XIN- 
HUA)—The new value-added tax on land will effectively 
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curb speculation in real estate and protect the nights and 
interests of legitimate real estate investors, a senior tax 
official said here today. 


Xiang Huaicheng, deputy director of the State Adminis- 
tration of Taxation (SDT), said at a press conference that 
the new tax will make speculation “profitless”, help 
check irrational use of land resources, and guarantee that 
the state will get its due share of the added value of land 
or real estate projects when they change hands. 


On Tuesday [14 February], the Ministry of Finance and 
the SDT issued detailed rules which experts here say will 
serve aS an instrument for implementing a temporary 
document for value-added tax on land, which was for- 
mulated in December 1993 as an effort to standardize 
the real estate market. 


Four grades of progressive tax rates will apply to value- 
added land transfers, with the lowest at 30 percent, with the 
highest, at 60 percent, to be levied on developers who reap 
a net profit of more than 200 percent after deductions. 


Xiang pointed out that the detailed rules and the tem- 
porary document help in setting up a mechanism which 
upholds rational real estate development, legitimate real 
estate business activities, and dedicated development of 
ordinary residences. 


To ensure that more houses are built, residence devel- 
opers are exempt from value-added tax when their 
projects don’t gain more than 20 percent in profit after 
deductions. 


Statistics show that the average profit for residence 
developers was 12 percent between 1992 and 1994, with 
housing construction accounting for 80 percent of the 
total number of real estate projects during the same 
period. 

Xiang noted that no Iccal governments or government 
departments are allowed to bend these central govern- 


ment rules or alter them for exemptions from value- 
added taxes for regional profit. 


The value-added tax, a locally applied tax which begin 
next month, will be retroactive to January 1, 1994. 


‘XINHUA Mailbox’ on Assets Appraisal 


OW 1702043995 Beijing XINHUA Domestic Service in 
Chinese 2113 GMT 15 Feb 95 


(“XINHUA Mailbox” by reporter Zhang Jinsheng (1728 
6930 0524): “Why the Need for Carrying Out the Work 
of Sorting out Property Rights and Checking Assets?” 


[FBIS Translated Text] Beijing, 16 Feb (XINHUA)}— 
The work of sorting out property rights and checking 
assets is a major task decided by the CPC Central 
Committee, the National People’s Congress, and the 
State Council. It is to be carried out during the eighth 
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“Five-Year Plan” period. The purpose is to solve the 
problems of lack of transparency in state-owned prop- 
erty, chaotic management, idle state funds, waste of state 
funds, illegal use of state funds, and of the loss of state 
funds; to appropriately help enterprises solve difficulties; 
to help state-owned enterprises change their operation 
mechanisms, enhance vitality, and take part in fair 
market competition; to lay a foundation for the estab- 
lishment of a modern enterprise system; to reform the 
management system based on the property rights of 
state-owned assets; and, to establish a state-owned assets 
management and operation system suited to the socialist 
market economy. 


The targets of the current drive to sort out property 
rights and to check assets are: To get a clear view of the 
actual amount of state-owned assets and ensure correct 
bookkeeping; to define the relationship between assets 
and property nghts and to bring the state assets under 
the state-owned assets management system; to bring 
about an approximate tally between book value and 
actual value of the assets; to create conditions for enter- 
prises to accelerate the pace of technological transforma- 
tion and progress; to calculate assets and commodities in 
real term value; to check the property possession raie of 
the legal persons of enterprises and the state capital ‘und 
so as to provide a basis for the management method of 
using the capital fund effect to evaluate enterprises’ 
operations; to promote the establishment of a standard- 
ized data base for the state-owned enterprises’ assets in 
order to lay a foundation for utilizing modern methods 
to enhance the monitoring of state-owned assets’ stztis- 
tics; to promote the establishment of and the improve- 
ment of various management systems on the state-owned 
assets in line with the requirements for developing a 
socialist market economy; and, to raise the efficiency of 
operai ng and utilizing state-owned assets. 


The assessment of assets in the drive to sort out property 
rights is accomplished by comprehensively sorting out, 
registering, checking, and confirming all! assets and debts 
in enterprises and units. Major targets include liquid 
assets, fixed assets, long term investment, invisible 
assets, deferied assets, other assets and other liquid 
debts, and long term debts. 


*Article Discusses 1994 Inflatiou Trends 


95CE0232A Beijing JIAGE LILUN YU SHIJIAN 
[PRICE THEORY AND PRACTICE] in Chinese No 
11, 20 Nov 94 pp 42-45 


[Article by Lu Guang (0712 0342): “Market Calm, But 
Cost-Driven Inflation Still Serious Problem”) 


[FBIS Translated Text] Prices have continued to rise 
rapidly since the year began. Between January and 
September, the nation’s retail price index rose 20.9 
percent compared with the same period last year while 
the general household consumer price index jumped 
23.3 percent. In September alone, the two indices surged 
24.6 percent and 27.2 percent, respectively, over the 
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corresponding month a year ago, the biggest monthly 
increases this year. September also saw prices surge to a 
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peak for the second time this year on a moving base. See 
Table | for monthly changes in the indices. 


Table 1. A Comparison of National Urban, Rural Retail Price Indices January-September 1994 


Month January February March April June Jaly August September Janvary- 
September 

Commodity 119.0 120.9 120.2 119.5 118.9 120.0 121.4 123.5 124.6 120.9 

Retail Price 

Index 

Household 121.1 123.2 1224 121.7 121.3 122.6 124.2 125.8 127.2 123.3 

Consumer 

Price Index 


1. Characteristics of Price Trend Between January and 
September This Year 


The price trend between January and September this 
year showed the following characteristics: 


First, the overall price level kept fluctuating within a 
narrow range at a high level. As Table 1! indicates, the 
retail price index averaged 120.9 between January and 
September, ranging from 119.0 to 124.6, which it 
reached in September. The overall trend was up. The 
biggest monthly difference was 5.6 percentage point. 
Although the overall price level remained high, there 
were some small fluctuations as well, primarily three ups 
and downs. Both the retail price index and household 
consumer price index registered strong gains in January 
and February, retreated slightly in March-May, and 
gradually resumed their ascent after June, rising | per- 
centage point each month and culminating in the second 
price surge this year. The following analysis will show 
that ups and downs in the price indices were closely 
related to economic activities in the nation this year. 


Second, price increases this year were a continuation of 
last year’s high inflation. Ever since the double-digit 
increase in the retail price index last March, retail prices 
have risen more than 10 percent each month for 18 
months in a row by September. If we fail to take effective 
steps to check the inflationary momentum, the situation 
promises to be very grim. Moreover, the price index 
began soaring across the board in July last year, rising 
from month to month by 5 percent or more and climbing 
13 percent for the entire year. The original projections 
were that the price index would drop in the second half 
of this year because the base figures of last year were so 
high. In fact just the opposite has happened. Instead of 
heading downward, the price index has had its second 
surge this year since March. The situation is getting more 
serious. : 


Third, the latest round of inflation is similar to the 
inflation of 1988-89 in that prices on both occasions rose 
sharply for a prolonged period of time. But it differs 
from the latter in that this time around the market has 
been calm and sales sluggish. During the inflation of 
1988-89, the retail price index jumped more than 10 
percent 20 months in a row, peaking at 27.9 percent in 
February 1989. Prices have been rising in a similar 


manner lately. The difference is that although the price 
index is high at the moment, the market is calm, unlike 
1988-89 with its massive panic purchasing. Price 
increases these days manifest themselves as structural 
adjustments to a greater extent than was the case back in 
1988-89. Going hand in hand with rising prices is a calm, 
even sluggish, market. Between January and September 
social commodity retail sales rose 28.3 percent, effec- 
tively only 6.1 percent after adjustment for inflation. far 
lower than the 11.4 percent increase in the GDP during 
the same period and also lower than the rate of industrial 
growth. Among the causes of this phenomenon is the 
balance between the supply and demand of industrial 
consumer goods. Supply has been plentiful. Only a 
handful of items are genuinely in short supply, such as 
grains, cotton, cooking oils, sugar, pork, and chemical 
fertilizers. Second, people are increasingly investment- 
minded; there is a growing tendency on their part to 
invest, rather than acquire goods, as a hedge against 
inflation. The prices of upscale domestic electrical appli- 
ances have remained flat and even slipped in recent 
months. Third, the real incomes of a majority of people 
have risen. Wage payments by banks increased 39 per- 
cent between January and August, far higher than the 
rate of inflation. With per capita income rising an 
effective 6-7 percent, people have the economic where- 
withal to cope with inflation. Even low-income house- 
holds find the situation bearable. Fourth, the masses feel 
at ease when they see the government working hard to 
bring inflation under control. But how long can this state 
of calmness last? The key lies in our ability to keep new 
price-boosting factors under check. If the shortage of 
sought-after commodities continues, or if the govern- 
ment unveils additional major price adjustments, the 
outcome will be hard to predict. 


Fourth, inflation these days expresses itself as structural 
price increases to a greater extent than in the past. Rising 
food prices are the principal factor fueling inflation. It is 
true that the prices of all commodities have been going 
up, as indicated by both the retail price index and the 
househo!d consumer price index, but at vastly diverse 
rates. Among items in the classified retail price index, 
only the prices of food, books, newspapers, and maga- 
zines have risen faster than the index as a whole. Among 
items in the household consumer price classified index, 
only the prices of food, housing, and services have 
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increased more rapidly than the overall index; every- 
thing else was lower than the index, significantly lower in 
some cases. Between January and September, for 
instance, food prices rose 32.7 percent and books, news- 
papers, and magazines, 33.8 percent on the average. In 
contrast, the prices of electrical machinery products 
edged up just !.0 percent; domestic electrical appliances, 
7.2 percent; and articles of daily use, 9.7 percent. Even 
the prices of fuels and construction and furnishing 
materials, which went through the roof last year, rose a 
modest 5.7 percent and 14.4 percent, respectively, mark- 
edly lower than last year. Food prices have become the 
inflation leader, accounting for as much as 18 percentage 
points of the 20.9 percent jump in the retail price index 
between January and September. Obviously then the 
latest inflation can hardly be described as comprehen- 
sive but exhibits a distinct structural adjustment aspect. 
Even prices which have been rising rapidly are clearly 
more cost-driven than demand-led. Demand is not an 
obvious factor here. 


Fifth, the rural price index is higher than its urban 
counterpart. For years prices in the cities have always 
risen faster than those in the countryside. Just the 
opposite has happened this year. Since April the rural 
retail price index has overtaken the urban index, 
reflecting a growing burden on peasants. See Table 2 for 
a comparison of the urban and rural price indices. The 
rural retail price index has overtaken its urban counter- 
part mainly for the following reasons. First, food prices, 
which did the most to jack up the price indices, jumped 
sharply in the countryside as well as the cities. In fact 
vegetable prices were higher in some rural areas than in 
urban areas. Second, the prices of agricultural capital 
goods rose 20.0 percent between January and Sep- 
tember, the third highest category in the index after food 
and books, newspapers, and magazines, and far higher 
than the other 12 categories, albeit down 0.9 percentage 
points from the index as a whole. Third, agricultural 
capital goods are more of a factor in the countryside than 
in the cities, whereas commodities whose prices have 
gone up by small margins do not have much impact in 
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rural areas. As a result, the rural retail price index 1s now 
higher than its urban counterpart. 


2. This Year's First Price Unleashed by Tax 
Reform and Abolition of Dual Exchange Rate System 
Under the tax reform plan, the tax burden was supposed 
to remain the same on all sectors and not trigger off price 
hikes. However, four things that drove up prices hap- 
pened in the course of implementing the tax reform plan. 
First, although the tax burden remained unchanged 
overall, the structure of the tax burden has changed. 
About one-quarter of enterprises ended up with a 
heavier tax burden, most of it passed onto consumers in 
the form of higher prices. But enterprises which saw their 
tax burden drop typically did not cut prices on their 
products. Second, there have been structural adjust- 
ments in the tax burden. The tax burden on most basic 
industries, e.g., energy and raw materials, has gone up. A 
heavier tax burden on these industries tcanslates not only 
into more expensive basic products. but also into 
increases in the prices of other downstream products. 
Third, a number of products used to enjoy preferential 
tax treatment under the original tax plan. When tax 
reform first went into effect, there was some confusion 
surrounding the tax status of these products. Taxes were 
collected on them on the assumption that their preferen- 
tial tax treatment had been abolished, and their prices 
went up. Subsequently their tax status was clarified and 
preferential treatment restored. Enterprises that had 
paid additional taxes were given refunds or tax exemp- 
tions. By then, however, prices had already gone up. 
Fourth, tax reform was introduced too hastily and 
without adequate publicity. In the case of the value- 
added tax, in particular, the tax was separated from the 
price. In the past, it was an integral part of the price. This 
change caused numerous calculating errors. The imposi- 
tion of a consumption tax on selected commodities also 
prompted people to go out and engage in a round of 
panic purchasing. Although things were cleared up later, 
it was impossible to bring prices down to where they 
were before. In addition, some enterprises and individ- 
uals took advantage of tax reform to fish among troubled 
waters, jacking up prices and disrupting market order. 
These actions too have had zn inflationary consequence. 


Table 2. National Commodity Retail Price Index and Household Consumer Price Index January-September 1994 


Month January February March April May June July August September | January- 
September 

Urban 119.0 121.6 120.4 119.4 118.4 119.1 -120.3 122.4 122.9 120.4 

Rural 118.0 120.2 120.0 119.7 119.5 121.0 122.6 124.7 126.6 121.5 


The inflationary effect of the abolition of the dual 
exchange rate system is just as evident. First of all, with 
the introduction of a unitary exchange rate system, 
imported commodities became more expensive. Second, 
under a unitary exchange rate system, the cost of 
exchanging foreign currency have also gone up corre- 
spondingly. Third, after a unitary exchange rate system 


was introduced, a number of preferential import and 
export policies were abolished, for instance, the tax- 
exempt status formerly accorded to imported chemical 
fertilizers. Subsequently the government clarified its new 
policy and made tax refunds. But because of the time lag 
and other factors, the domestic allocation prices of 
imported chemical fertilizers had gone up anyway. 
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Tax reform and the abolition of the dual exchange rate 
system: constituted this year’s first new launching point 
for price increases. Add the delayed effects of soaring 
grain prices late last year, and we end up with the first 
price surge of 1994. In January and February, the 
unstoppable retail price index jumped 19.0 percent and 
20.9 percent, respectively, while the month-to-month 
increases were 3.5 percent and 3.3 percent, having 
already leaped 2.0 percent and 1.9 percent in November 
and December the year before, respectively. 


3. Price Reform, Grain Price Reform, 
Causing Prices To Second Time 


Beginning in March this year, the State Council acted 
forcefully to tighten macroeconomic regulation and con- 
trol, intensify price controls, and launch a general price 
inspection, successfully dampening inflationary 
momentum. Although the retail price index and house- 
hold consumer price index remained at elevated levels, 
the pace of inflation moderated and the mcnth-to-month 
increases were notably down, suggesting a weakening in 
new inflationary factors and an improvement on the 
price front. True, the indices were still high, primarily 
the delayed effect of last year’s price adjustments, but the 
market was fairly calm. 


It was against this backdrop that the State Council 
decided to reform prices of the petroleum family of 
products as well as grain prices. Starting on 1 May, the 
prices of crude oil, natural gas, and refined oil, as well as 
the procurement and selling prices of grains, were raised 
one after another. Price controls on centrally allocated 
coal was totally lifted. Hence, the second price surge of 
1994. 


After adjusting prices upward for crude oil and natural 
gas by wide margins, the government proceeded to 
reform the circulation system. In response, prices of 
refined oil stabilized at a level slightly below earlier 
market prices. By and large this development did little to 
drive up inflation. However, prices of heavy oil and 
naphtha oil used in the manufacture of chemical fertil- 
izers, which used to be inexpensive, were raised drasti- 
cally, resulting in higher prices for chemical fertilizers. 
Under the price allocation plan, increases in the prices of 
chemical fertilizers were expected to boost the retail 
price index by 0.7 percentage points. Because of a failure 
to import chemical fertilizers in time, their supply and 
demand fell out of balance, causing the price of urea to 
go up more than 200 yuan per ton above the projected 
price of 1,220 yuan. After i July, the prices of diesel oil 
for use in agriculture were also adjusted. In the past the 
state plan allocated diesel oil at low prices. Now that has 
been done away with and a standardized price policy 
introduced. The sharp jump in the prices of diesel oil has 
also driven up retail prices. 


Let us take a look at the impact of grain price adjust- 
ments. In the first half of the year grain prices rose 40.6 
percent on average, specifically 11.5 percent in January, 
39.1 percent in February, 38.8 percent in March, 37.5 
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percent in Apriland again in May, and 49.1 percent in 
June. Grain prices soared late last year, effectively 
advancing by half a year the grain price increases sched- 
uled for this year, but the State Council promptly took 
steps to hold down grain prices, including the sale of 
grains, thus preventing them from going through the roof 
at the retail end. Only after the new procurement and 
selling prices of grains went into effect in June were grain 
price increases fully reflected at the retail end. Since the 
procurement price of grain went up 6 fen per jin over and 
above what was originally planned, the grain price index 
soared 49.1 percent in June. The price surge intensified 
after July. Specifically, the index rose 54.6 percent in 
July, 59 percent in August, and 58 percent in September. 
As grain prices rose, processed foods and other related 
products also became more expensive because of 
mounting production costs and changes in price ratios. 
Food product prices shot up after June. soaring 35.3 
percent, 36.5 percent, and 43.3 percent in July, August, 
and September, respectively. Of the 24.6 percent jump in 
the retail price index in September, over 23 percentage 
points could be attributed to rising food prices. Rising 
food prices after June were the main cause of the second 


price surge this year. 


Rising food prices were caused by the following events: 
1) Prices of agricultural capital goods have gone up, 
making it more expensive to grow grain. 2) The chain 
reactions touched off by grain price adjustments have 
become more and more evident. After grain prices were 
adjusted upward, pig-raising became more costly. The 
number of live pigs on hand in the major pig-raising 
areas dropped and the prices of piglets slipped. Not only 
are we faced with soaring pork prices, but the next round 
of price increases will be even steeper if we fail to take 
effective measures. 3) Since the second half of July, 
many areas in the nation have again been hit by disas- 
ters. There were shortages of food and non-staple food- 
stuffs, which sent prices shooting up. At the largest 
wholesale market in Changsha, for instance, less than 
200,000 jin of vegetables, including only 50,000 jin of 
local vegetables, were traded on 24 August, down from 
598,000 jin on 20 August. As a result, the prices of the 10 
kinds of vegetables popularly consumed by citizens 
climbed 36 percent, on average. The live pig market at 
Wuhu, Anhui Province, used to slaughter 500 pigs a day 
in the past. Today the number has dropped to 300. The 
scarcity of the supply of goods jacked up what were 
already high prices even higher. 4) There was disorder in 
the circulation of agricultural byproducts and failure by 
the state to regulate and control effectively. After some 
areas were struck by disaster, the local supply of grains 
and non-staple food was somewhat disrupted. Law- 
breaking peddlers took advantage of this situation to 
resell goods to reap staggering profits. Most state-run 
grain stores and vegetable stores have been operating 
under contract. Spontaneous price increases have too 
wide a reach on the market for the government to 
regulate and control effectively. 
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4. Fall Harvest Holds Key to Price Trend in Fourth 
Quarter 


After analyzing the current price situation, we arrived at 
this conclusion: The price index its high, but market 
supply and demand 1s largely in balance. It is primarily 
the shortage of a handfui of commodities such as grains, 
cotton, cooking vegetable oils, pork, sugar. and chemical 
fertilizers that has pushed up prices. Because prices of 
these commodities have climbed so steeply, they have an 
enormous impact on the overall price index. Moreover, 
since these commodities are d'rectly related to grains, 
how the fall harvest will turn out this yeor will have a 
decisive effect on which way prices will be headed in the 
coming nonths. 


An analysis of the variables, including the acreage sown 
with fall crops, agricultural inputs, and natural disasters, 
does not bode well for the fall harvest this year. There ts 
little room for the price index to decline further in the 
next few months, and the overall price level will stay high 
for the year as a whole. To stabilize the big picture, the 
government will continue to step up macroeconomic 
management, limit aggregate social demand. and main- 
tain a basic balance between supply and demand. But 
even more important, it should increase the availability 
of commodities currently in short supply, including 
grains, cooking vegetable oil, sugar, pork, and vegetables. 
And some moves have been made along these lines. For 
instance, imported cooking oils and chemical fertilizers 
will be made available soon and rapeseed procurement 
has been improving. Nonetheless, the supply of pork, 
grains, and cotton still falls short. 


Effective measures must be taken. Importing should 
occur where it is justified. In cases where production 
should be encouraged, the government must come up 
with the nght policy without delay. What government 
policies should be focusing on these days is not lowering 
the price index by so many percentage points to such and 
such a level. What 1s even more important ts to maintain 
market stability and ensure availability. Focusing on the 
supply end of the equation to check price increases once 
and for all is necessary. 


5. Analysis of Causes of Price Increases 


There are three major factors behind this year's soaring 
prices. 


First, the impact of the macroeconomic environment. 
The latest price surge is a natural product of the release 
of the inflationary pressure built up over the past few 
years. The government has taken a string of steps since 
the beginning of the year to hold down aggregate social 
demand and rein in inflation. Nevertheless, several 
leading macroeconomic indicators have still exceeded 
the targets in the plan, showing all the signs of acceler- 
ated growth: 1) The growth rate of the gross value of 
industrial output (GVIO). Projected to grow 15 percent 
at the beginning of the year, the GVIO actually increased 
18.9 percent in the January-August period and is 
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expected to expand 19 percent or so for all 1994, four 
percentage points above the target. 2) Fixed assets 
investment. Projected to increase 10 percent at the 
beginning of 1994. fixed assets investment soared 44 
percent from January through August, 34 percentage 
points more than the original target. 3) Wage payments 
by banks. Projected growth rate, 18.4 percent; actual 
growth rate between January and August, 39 perceni. up 
20.6 percentage points from the plan. It needs to be 
pointed out here that although investment this year has 
grown much more rapidly than planned, it still repre- 
sents a major slowdown from the same period last year. 
With investment growth moderating its pace, invest- 
ment demand has sagged and the prices of capital goods 
have been slipping throughout the year. In contrast, 
there has been no let-up in the growth of consumption 
funds, and, despite high inflation, real income growth 
has been impressive. In other words, rising consumption 
demand is the main ingredient of demand-driven infla- 
tion. Because of this, the macroeconomic environment is 
no longer what it was when the price control target was 
set at the beginning of the year, inevitably driving up the 

ice index to a level way beyond what the plan envis- 
aged. 


Second, yawning gaps between supply and demand are a 
major cause of rising prices. Right now the supply- 
demand imbalance is a leading problem on the market. 
Among commodities whose prices have shot up are 
grains, cotton, cooking vegetable oils, sugar, pork, and 
chemical fertilizers. Since the nation does not produce 
them in sufficient quantities, we should turn to imports 
to fill the gap. But just the opposite happened in the first 
half of the year. In the case of chemical fertilizers, 
delayed importing caused their prices to skyrocket. Or 
take sugar. Each year China needs 7.4 million tons of 
sugar, but produces just 6 million. Although the state 
plan calls for importing | million tons of sugar, the 
amount actually imported was only 400,000 tons. Mean- 
while China exported almost 800,000 tons, resulting in a 
domestic shortfall of 1.8 million tons. The upshotof this 
was a 30.5 percent jump in sugar prices. The story is the 
same for vegetable cooking oils, cereals, and cotton. 
There were long delays in importing. In some cases. the 
country even exported those commodities already in 
short supply at home. Dire shortages ensued and prices 
shot up. The strange thing is that we imported what 
should not be imported. Take steel, for instance. The 
nation’s aggregate demand including exports rose 3 
percent this year compared with last year and domestic 
output was expected to increase 7.3 percent. No matter, 
China still imported 1.03 million tons in the first half of 
the year, less last year, but still plenty vis-a-vis the 
domestic demand. Consequently, steel prices have been 
on a slide since May, forcing all major steel plants to 
slash ex-factory prices, typically from 100-400 yuan per 
unit. The situation is the same with refined oil. In the 
wake of oil price reform, the prices of refined oi! on the 
market have actually gone down. But because they still 
exceed international market prices, imports increased 
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substantiaily. As oi reserves piled up all over the 
country. enterprises had to cut production and close oil 
fields, prompting ihe government to lower the ¢x-factory 
prices of refined oil temporarily. {t seems that we should 
spend more of our limited foreign exchange to import 
commodities in short supply on the market to ensure 
availability and huld down prices. 


Third, price increases have essentially been cost-driven. 
Between them, an excessive growth of consumption 
funds and rising costs necessarily produced high infla- 
tion: 1) Pressures built up over the years by the adjust- 
ments of the prices of basic products on the prices of 
downstream products were gradually released in times of 
robust demand: and 2) prices of electricity, petroleum, 
natural gas, refined oil, chemical fertilizers, and cotton 
were adjusted this year, as were the procurement and 
selling prices of gains. Alsu, price controls on coal were 
lifted. All of this generated new inflationary pressures. 
Back in 1991-92, when the market was sluggish, enter- 
prises absorbed the additional costs themselves first and 
only passed them on to the consumer later. "his time 
around, however, rising costs and price adjustments 
were instantly and directly passed on to the consumer in 
the form of higher prices. Morcover, this kind of price 
increases was not taken into full consideration when the 
plan was drawn up. Add the rise in costs accumulated 
over the years to the hikes in costs this year and you have 
a powerful force driving up prices today. This also 
explains why the market remains caim and there is 
basically a balance between supply and demand at a high 
price level even though the price index 1s so high. In 
other words, all prices should go up until they reach their 
proper clevated leveis. 


Economist Predicts Growth To Remain Steady 


OW 1602143395 Beijing XINHUA in English 1410 
GMT 16 Feb 95 


(FBIS Transcribed Text] Beijing. February 16 (XIN- 
HUA)}—A Chinese economist said here today that 
China’s gross domestic product (GDP) growth rate of 
cight to ten percent could last for a fairly long period of 
time. 


Zhou Caiyu, director of the Economic Institute of the 
State Planning Commission, told a symposium on cross- 
Straits industrial cooperation that China's economic 
growth has continued to gain momentum since the 
1990s. 


He said that the growth rate of the GDP from 1991 to 
1994 averaged 11.7 percent, with industrial growth aver- 
aging as much as 23 percent and the total value of 
imports and exports rising annually by 19.4 percent. 


The amount of foreign funds in 1994 put to use reached 
33.8 billion U.S. dollars with foreign exchange reserves 
climbing to 50 billion U.S. dollars, he added. 


“This ts nesther accidental nor temporary, but will last a 
relatively long period of time,” the official said, adding 
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that future economic growth, though impossible to keep 
in the double-digit range permanently without any fluc- 
tuations, is possible to maintain at eight to ten percent. 


With a vast expanse of land and a huge population, 
China has begun to enter the advanced stage of industrial 
structuring and it possesses great development pote: tial 
and broad markets for everything, including consump- 
tion, construction and technical upgrading. he explained. 
In 1990, China's per-capita GDP was !,559 yuan (about 
327 U.S. dollars). It is estimated that at a growth rate of 
ten percent, China will need 30 years to reach the level of 
a medium-developed country with GDP averaging 3.000 
U.S. dollars per capita, according to the economist. 


In the future, China obviously will need a tremendous 
amount of fixed-asset investments as well as comstruc- 
tion work in transportation, energy, telecommunica- 
tions, and agriculture being expanded on a large scale. he 
predicted. 

Currently, it has built a diversified ard improved 
national economic system with trillions in fixed assets, 
he said, but added that much of the technology and 
equipment need improvement and buildings need 
repairs and renovations. This, in turn, calls for more 
materials, funds, and equipment, he added. 


He noted that since the introduction of the policy of 
reform and opening-up, China has witnessed rapid 
growth in foreign trade, but even with its rank of sixth in 
the world in trade in 1994, there still remains much to be 
done. 


In the meantime, China has a large domestic market, 
which has attracted a growing number of foreign busi- 
nesses to engage *n trade and to invest in the country, he 
said, noting that China's economic structural reform is 
now in full swing and a sound socialist market economy 
is expected to be built in the near future. 


*CASS Research Group Views Economic 
Theories, Policies 

9SCE0200A Beijing GUANLI SHIJIE 
{MANAGEMENT WORLD] in Chinese No 5, 24 Sep 
94 pp 24-33 


[Second installment of article by Topic Group: “Main- 
taining Fast Growth Essential to Economic Develop- 
ment, Social Stability”; first installment was published 
in 30 September JPRS Report, pp 18-27] 

[FBIS Translated Text] V. Industrial Development Rate 
and the Trend of Structural Change 


1. Industrial development rate and pertinent factors 


In the last decade of this century and the first decade of 
the next, Chinese industry will grow faster than the 
economy as a whole. The two decades can be divided 
into two stages depending on the industrial growth rate. 
The first stage covers the 1991-2000 period when the 
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industnal value added will increase 11 percent annually 
on average. By the year 2000, the industrial value added 
will reach 2.1912 trillion yuan. or 52.3 percent of the 
GDP. The second stage covers the period from 200! 
through 2010. when the industrial value added will 
increase 7.6 percent annually on average. By 2010, the 
industrial value added will have reached 4.5583 trillion 
yuan, or 52.8 percent of the GDP. 


The following factors favor speedy industrial growth in 
the next 17 years: 


A) Consumption demand and investment demand will 
continuc to rise. There ts a significant gap between the 
urban areas and the countryside and between the coast 
and the interior in the level of consumption, which 
provides every industry with growth opportunities. All 
industnes, from high-tech to :raditional ones, will have a 
market of a fairly sizeable capacity. In the next 10 years 
or $0, investment desire will remain strong in the 
country, investment opportunities will still be plentiful, 
and returns on investment will remain high. So there will 
be considerable room for growth for those industnes that 
turn out investment goods. As the market economy 
develops and the degree of specialization increases, the 
demand for intermediate products will surge as well. 


B) Exploiting its strengths as a large nation. Such 
strengths manifest themselves in three major ways. First, 
since China ts a large country with uneven regional levels 
of economic development, growth will come in stages— 
first in advanced areas and later in more backward 
regions—fueling fast growth in the entire economy at 
different points in time. Second, a large country comes 
with « large market. No industry and no commodity of 
mass production will encounter the problem of over- 
capacity in the Chinese market. Third, a large country is 
free to choose a development model powered by 
domestic demand. Although it needs to actively partake 
of the benefits of international division of labor, China is 
not overly vulnerable to the vicissitudes of the interna- 
tional environment. 


C) The advantages accruing to economic latecomers. 
Latecomers to economic development have an edge in 
two ways. First. they can import and emulate the 
advanced technology, products. and management expe- 
rience already in existence in developed nations. Second, 
labor-intensive products are more price-competitive on 
the global market. 


D) The gradual creation of a socialist market economy 
will give Chinese industrial development a long-lasting 
internal mechanism. The formation and perfection of 
the market economy mechanism will enable resources to 
be more effectively and soundly allocated. The creation 
of a modern enterprise system that meets the require- 
ments of a market economy will further energize all sorts 
of industrial enterprises. 


The following factors will constrain industrial growth in 
the next dozen years or so. 
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A) Some bottlenecks will continue to exist. In the short 
run, such bottlenecks include the power and petroicum 
industries and rai! transportation. In the med'um icrm, 
inadequate carrying capacity on some mayor railroads 
will be the chief bottleneck. In the long term. develop- 
ment will be hamstrung by lunited domestic mineral 
reserves. 


B) The prices of primary products will continue to surge. 
The prices of such basic products as electricity, coal. and 
petroleum, and the costs of transportation will keep 
climbing. driving up the prices of indusinal manufac- 
tured goods, creating inflationary pressurc. and eroding 
the international competitiveness of China's industrial 


goods exports. 


C) The shift from a supply-restraint mode of industrial 
development to a demand-driven mode. Already supply 
outstrips demand on the market for a majority of indus- 
trial products. Conditions no longer exist for the kind of 
seller's market of the 1980's which fucied the explosive 
growth of numerous low-grade processing mmdustres. 
With the rate cf industrial development being hamstrung 
by the pace of market expansion, enterprises must battle 
for growth on a competitive market. 


D) A decline in the rate of export growth. The renminbi 
may start to appreciate in the last few years of this 
century. For some labor-iniensive products. nmsinz labor 
costs will begin to undercut their price competi veness. 
The rise of trade proicciionism in the world also will pul 
up new rvuadblocks io China's international trade. 
Starting in the latter half of the 1990's, therefore, export 
growth may slacken off even though there will still be 
solid gain. 

2. Changes in Industry's Internal Structure 


A) Factors shaping the characteristics of changes im 
internal industria) structure. 


Fundamental improvements i9 certain industries whose 
output ts in great demand will be hard to come by before 
the end of the century, so it will be an uphill struggle to 
accelerate their development. Neverireless. the exrst- 
ence of these industries should not prevent the pro- 
cessing sector from enjoying rapid expansion, thanks to 
new products new technology. Thus changes in the 
industrial structure promise to go two ways: structural 
coordination and structural upgrading. 


China is a Johnny-come-lately to industrialization. It has 
far more choices in industry types. products, and tech- 
nology today than those countries that were the first to 
industriz lize did when tacy were at a comparabic level of 
imcome as China is now. Meanwhile. because of the 
burgeoning trend toward global economic integration, 
industrial development is less likely to be affected by 
certain resource limits. 

It takes time to reform the old system and perfect a new 
ove. It 1s against this backdrop that economic growth 
and structural change will take place. The process of 
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structural change 1s im essence a process of different 
industries, enterprises, and products competing for 
resources. And since indusines and enterprises have 
different institutional environments, they also vary in 
institutsonally determined competitiveness. Accord- 
ingly, the direction which changes in China's industrial 
structure will take will be determined by atypical factors 
that are unique to the Chinese system as well as typical 
factors that influence structural change. 


As a result of these factors, China's industr.al structure 
may change im the next 10 to 20 yrars in a way that 
includes overlapping tasks at different stages and a 
fragmentation of the direction of change. Classic struc- 
tural characteristics that appeared in other advanced 
industnal nations at 2 simular stage may also appear in 
China, but not to the same extent. The heavy and 
chemical industries will make rapid gains, but probably 
at a pace that 1s markedly lower than what ts cons:dered 
“standard” or “average.” Their share of the national 
economy will also increase at a rate sharply lower than 
“standard” or “average.” Other industries and products 
may make greater contributions to growth, and for this 
reason can be called “icad industries,” but their role will 
still be much more modest than that previously played 
by their counterparts in countries with structurally bal- 
anced changes. Large enterprises reap the benefits of 
economies of scale and will play a leading role in 
ferociously competitive industries and some other indus- 
tnes with outstanding economies of scale. Nevertheless, 
small and mid-sized enterprises will remain competitive 
enough to achieve brisk growth. 


B) Although both light and heavy industries will grow 
rapidly, the latter will expand even faster, accounting for 
a marginally larger share of the gross value of industrial 
output by the end of the century. 


According to Chinese statistical methods, processing 
industries. partecularly light processing industries, 
enjoyed the fastest growth im the 1980's. We think this 
situatior is basically normal for ix following two rea- 
sons. /irst, China uses a different statistical method 
from tat of other countries. The ratio between light and 
heavy \ndustries worked out using the Chinese method 
significantly underestimates the gains already achieved 
by the heavy and chemical industries. Second, as a 
late-bloomer, China has vastly more choices when it 
comes to growth models. We can afford to differ in a 
major way from those countries that have gone ahead of 
us in industnal structural change. 


There are substantial differences between the Chinese 
method of defining light and heavy industries and that 
commonly used im the world. Under the international 
method. the ratio is confined to within the manufac- 
turing sector. Light industry mainly refers to processing 
industry heavily dependent on agricultural products for 
its raw materials. primarily the food and textile indus- 
tnes. Heavy and chemical industries primarily comprise 
these three industries: metallurgy. electrical machinery, 
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and chemicals. Under the Chinese method, light indus- 
tnes include basic consumer goods industnes dependent 
on industnal raw matenals, notably daily use machinery, 
metallurgical products, and chemical products. (They 
belong in the heavy and chemical industry category 
aatactnateieaniedeamenaiedaadieammied 
heavy industry also includes extractive industres (which 
are not considered part of the manufacturing sector in 
the international method). Accordingly, without 
adjusting our data, it would be improper to directly 
compare the ratio between light and heavy industrics in 
China with corresponding data on other nations or with 
the “Hoffman coefficient” and other comparative num- 
bers. 


Under the Chinese method, consumer electronics, chem- 
ical, and metallurgical industries are subsumed under 
light industry. Elsewhere in the world, however, they are 
considered part of heavy and chemical industries. For 
this reason, they constituted a major part of the “light” 
development model of the 1980's. (Their rapid growth 
was billed as the hallmark of the light mode! of industrial 
development in some analyses.) In reality they should be 
counted as part of the growth of chemical and heavy 
industries. Using the international statistical method, 
the heavy and chemical industries to light indusiries 
ratio in China since 1978 has solidly and consistently 
exceeded by 12-14 percentage points the figure we 
arrived at by using the Chinese statistical method. In 
1991, for instance, the ratio between light and heavy 
industries was 48.9:51.5 using the Chinese method and 
35.5:64.5 using the international method. The relative 
importance of heavy and chemical industries indicated 
by the Chinese ratio notably understates the progress 
that already has been made by China's heavy and chem- 
ical industries and their real contributions to industrial 
growth. 

If the experience of other nations is any guide, and 
bearing in mind the major factors influencing industrial 
growth and structural change in China, heavy industry 
will contiaue to account for a rising share of China's 
gross value of industrial output in the next 17 years using 
the Chinese method of calculation, but not at too rapid a 
pace. Driving this increase is primarily a surging demand 
on the part of the population for durable consumer goods 
such as housing, automobiles, and communications 
equipment, and an acute need to accelerate infrastruc- 
tural development. Between them, these two are bound 
to spur development of the heavy and chemical indus- 
tries, including investment goods industries and up- 
and-coming consumer goods industries. Moreover, 
beginning in the carly 1990's, China's processing 
industry has entered a new stage of equipment and 
technology modernization. That, too, will give the 
investment goods industry a boost. China includes in the 
category of light industry several consumer electrical 
products with enormous potential. On the other hand, 
extractive industries, which form part of the heavy 
industry, average a lower rate of growth than light 
industry. As a result, heavy industry may grow just a 
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little faster than light industry, with a very modest gain 
in its share of the gross value of industrial output. By the 
end of this century, we project the heavy and chemical 
industries to account for 67-69 percent of the manufac- 
turing sector using the international method and about 
52-54 percent of the gross value of industrial output 
using the Chinese method. 


3. On “Lead Industry” 


“‘Lead industry” is a relative concept. At a certain stage 
of development in some nations, a handful of industries 
not only accounted for a disproportionate share of the 
national economy and enjoyed exceptionally fast growth, 
but were also unmistakably the locomotive of growth for 
other sectors. Examples include the textile industry in 
England in the late 18th century, the railroad, automo- 
bile, and consiruction industries in the United States at 
certain points in the 19th and 20th centuries, and the 
automobile industry in Japan since the 1970's. They are 
what people have in mind when they talk about “lead 
industries.” However, most countries do not have an 
industry or product of such paramount stature most of 
the time. The best they could come up with may be 
nothing more than some industries whose growth rate is 
slightly higher than average and which have made a little 
more contribution to economic growth that what is 
typical. Considering the fact that there will coexist in 
China the characteristics of multiple stages in the next 
one to two decades, the extraordinary growth of a 
handful of industries will not solve the compiex prob- 
lems we are facing. So we should be realistic in what we 
expect from lead industries in the years ahead. Our 
position is that they may be a bunch of industries that 
make outstanding contributions to economic growth. 


By and large lead industries are not something we can 
artificially pick and choose. Instead, a lead industry 
naturally develops in the course of economic growth in 
response to favorable market conditions and profit- 
making prospects. Accordingly, although a few indus- 
tries become lead industries only with government nur- 
turing, most potential lead industries may not 
necessarily require special help from the government by 
way of extra investment. What the government does 
need to do is to create conditions essential to their 
maturing, primarily the creation and perfection of a 
market economy at home and the adoption of appro- 
priate protectionist measures. In contrast, the govern- 
ment should concentrate its investment dollars on those 
slow-growth industries that may make up a stagnant and 
even shrinking share of the gross output but produce 
what are considered public goods and are highly risky. 
The reason is that nonstate funds tend to steer clear of 
those industries. 


In predicting which industry will become a lead industry, 
we must consider the following factors: First, the prin- 
ciple of evolution of lead industries that other countries 
have demonstrated in the course of industrialization; 
second, the impact of the unique Chinese structure on 
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the direction of structural char ze; third, a number of 
unique Chinese national conditions; and fourth, the 
interrelationships among the various industries in the 
current structure and the trend in their changes. On the 
whole the effect of the first factor is to speed up the 
development of the processing industries, particularly 
those that have a high added value and are technology 
intensive. The effect of the second factor is to enable 
those industries “shortchanged” in the past to develop 
fairly rapidly now. In contrast, those very same indus- 
tries had been laggards or even declined in advanced 
industrialized nations when the latter were at a similar 
stage of development as China is today. The effect of the 
third factor has to do with changes in the mix of elements 
of industries that are growing rapidly. There may be 
more labor-intensive and multiple processing that takes 
advantage of advanced equipment and technology. The 
fourth factor will help us identify those industries that 
are more closely related to other industries under the 
present structure and are both highly sensitive to and 
have a greater stimulatory effect on economic growth. 


Coefficients relative to the various industries can be 
worked out using an input-output table. The sensitivity 
coefficient denotes the extent to which an industry is 
affected by demand for other industries. Specifically, it 
tells us the amount of additional output the industry 
must come up with when every other industry increases 
its ultimate products by one unit. The influence coeffi- 
cient denotes the extent to which an industry influences 
other industries. Specifically, it tells us the extent to 
which demand for the output of other sectors rises for 
every unit increase in the ultimate demand of the 
industry in question. When the sensitivity index is 
greater than one, the growth rate of the industry in 
question must exceed the average growth rate of the 
national economy. When the boosting coefficient is 
greater than one, the industry ir question has a stronger 
than average boosting effect on other industries. 
According to China’s input-output table for 1987, in the 
industrial and transportation sectors, industries that 
make transportation equipment, paper products, cul- 
tural and educational products, metallic products, elec- 
tronic and communication cquipment, and chemicals 
have relatively high sensitivity and effectiveness coeffi- 
cicnts. Of course, what the relationship coefficients 
reflect, worked out using current data, is the interrela- 
tionship among the various industries in the existing 
industrial structure. When the industrial structure and 
production technology change, so will input and output. 
The interrelationship among industries is certainly valu- 
able as a guide when we predict which industries are 
likely to grow more rapidly, but the various factors 
mentioned above are also important. Based on the above 
analysis, these are some of the industries in the industrial 
and construction sectors that will make substantial con- 
tributions to economic growth between now and the year 
2010: Industries that manufacture transportation equip- 
ment, electronic and communications equipment, and 
large plants; the power industry; and the construction 
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industry. They may be referred to as “lead industries” 
amid fast economic growth in the next 20 years. 


4. Industries Targeted for Special Government Aid 


In a market economy, lead industries and industries in 
need of special government support are two different 
things. Lead industries, whose interests are consistent 
with what is good for the market, are capable of growing 
in a market economy, so government attention should be 
redirected to what enterprises do not want to do or are 
not capable of doing. Since the amount of funds, man- 
power, time, and managerial expertise at the disposal of 
government in a market economy is limited, it should 
mobilize its resources to support those industries in 
greatest need of government aid. Government responsi- 
bilities should be strictly limited to a specified area. 


Judging from the experience of other nations, as well as 
the reality and development trends in economic growth 
in China, the government should steer most of its 
investment funds and other support toward a number of 
super-sized critical interregional projects in basic indus- 
tries and high-tech projects that are highly risky and 
require an enormous amount of capital. Then there are 
those industries and products that have an enormous 
potential domestic market, apply advanced technology, 
and clearly fuel the development of multiple sectors. The 
government should protect them as appropriate before 
they mature enough to withstand competition from 
imports. 


Structural change is a process in which the various 
industries vie for limited resources through competition. 
During this process, some industries and enterprises 
inevitably will fail, their employees losing jobs and their 
equipment idled. If this and other problems are not 
properly handled, they will constitute a serious barrier to 
economic growth and structural change. The govern- 
ment should take sufficient notice of them to formulate 
policies to ease the departure of declining industries and 
enterprises which have lost out to their competition. 


VI. Tertiary Industry: Development Goals and Policy 
Choices 


1. Developing Tertiary Industry: Prerequisites and 
Trends 


Tertiary industry consists of activities designed to pro- 
vide services to the production and circulation of mate- 
rial goods and facilitate material and cultural lives in 
society. lis development is constrained by the level of 
productive forces, social demand, and the way the 
economy operates. By and large the development of 
China’s tertiary industry will be conditioned by the 
following three factors: 


First, it will be determined by the development level of 
primary and secondary industries. The development 
scale and efficiency of these two industries form the basis 
for developing tertiary industry. Only when labor pro- 
ductivity in primary and secondary industries rises 
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steadily and surplus goods increase continuously will the 
state be able to boost public spending to finance a variety 
of public projects. And only then will urban and rural 
household living incomes go up steadily, enhancing their 
ability to pay for the assorted services provided by 
tertiary industry. Looking back at China’s economic 
development since 1978, every year when secondary 
industry grew briskly also saw a development spurt in 
tertiary industry. When secondary industry lost steam, 
so did tertiary industry. 


Second, the development of tertiary industry is decter- 
mined by the extent of urbanization of China's popula- 
tion. Only when a majority of people has moved from 
rural to urban China, creating a demographic critical 
mass and providing an expanded market for tertiary 
industry, will the latter account for a substantially bigger 
share of the national economy. In developed nations 
these days, where over 90 percent of the population is 
urban, tertiary industry typically accounts for 65-70 
percent of the GNP. Tertiary industry may be a service 
industry, but the issue of market demand volume and 
economies of scale are just as applicable there. When a 
majority of the population is scattered among villages 
and agricultural production, as well as the peasants’ way 
of life remain uncommercialized, tertiary industry will 
have a hard time making rapid progress because of the 
very meager market demand and the inability to reach 
economies of scale. Between 1980 and 1992, tertiary 
industry essentially kept pace with urbanization in 
China. In 1980, the urban population accounted for 
19.39 percent of China’s total population. During the 
same year, tertiary industry constituted 20.15 percent of 
the GNP. By 1992, the urban population had risen to 
27.63 percent, while tertiary industry had increased its 
share of the GNP to 27.8 percent. For every one per- 
centage point gain in urbanization during the past 12 
years, tertiary industry boosted its share by 0.886 of a 
percentage point. Based oi an empirical analysis of the 
increase in urban population in China and the growth of 
tertiary industry in the past decade, tertiary industry is 
projected to grow marginally less rapidly than urbaniza- 
tion. 


Third, the deveiupment of tertiary industry is deter- 
mined by the extent of socialization and commercializa- 
tion of production and consumption. Handicapped by 
the notion of self-sufficiency and the mode of production 
of the natural economy and by the traditional planned 
economy, the degree of socialization of the production 
mode and patterns of consumption in China is still very 
limited. 


In the course of production, enterprises have gone into 
the business of providing a full range of production 
services regardless of their scale of operations, such as a 
storage and transportation systems. Most party and state 
organs, social organizations, enterprises, and institutions 
have also set up self-service livelihood security systems. 
These production and living service systems in effect 
amount to a hidden tertiary industry. Since they are 
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specific to one enterprise or one unit, and their rate of 
utilization is low, resources are being wasted on an 
extensive scale. In the wake of the formation and devel- 
opnient of a market economy, the self-service produc- 
tion and living security systems inside enterprises and 
institutions will be hived off gradually to become part of 
a socialized tertiary industry. This hiving-off process is 
bound to accelerate the development of China’s tertiary 
industry. 


A leading impedient to the development of tertiary 
industry is the overly wide reach of welfare benefits and 
excessive allowances available to the urban population. 
A most striking example is the distribution of free 
housing among and low rents enjoyed by the urban 
population. At present rents account for a mere 3 percent 
or so of household spending. This kind of housing 
distribution system, which is akin to the supply system, 
is a serious hurdle to the development of the real estate 
industry in urban areas. The commercialization of 
housing and the growing role played by the market in 
housing will give a big boost to development of tertiary 
industry in China. When housing eccounts for more than 
12 percent of the urban household budget, the added 
value derived from the circulation and consumption of 
housing is expected to make up more than 10 percent of 
the added value of tertiary industry as a whole. By then 
the tertiary industry share of the GNP will also have 
gone up four to five percentage points. Moreover, when 
housing becomes more of a commodity that one buys 
and sells on the market, it will create more jobs for 
workers who have left primary and secondary industries. 


2. Growth targets of tertiary industry 


During the 1980's tertiary industry grew 10.6 percent 
annually on average, 1.6 percentage point faster than the 
GNP. Because of fluctuations in the entire national 
economy in 1990 and 1991, however, tertiary industry 
increased by a more leisurely 2.1 percent and 5.6 per- 
cent, respectively, in those two years. Responding to a 
strong economic recovery in 1992, tertiary industry 
expanded 9.6 percent that year. We should work hard to 
ensure that the added value of the industry make up 30 
percent of the GDP by the year 2000; that is, it should 
increase from 494.69 billion yuan in 1970 to 1.252 
trillion yuan (in 1990 constant prices) in 2000, for an 
average annual increase rate of 9.7 percent. By the year 
2010, the added value of the industry should amount to 
2.760 irillim yuan, up 120 percent from 2000, for an 
average annual increase rate of 8.2 percent. By 2010, 
tertiary industry should account for 32 percent of the 
GDP. In the 20 years between 1990 and 2010, tertiary 
industry should grow 9 percent each year on the average, 
off 1.7 percentage point from the average in the 1980's. 


3. Developing tertiary industry: major policies 


Tertiary industry consists of many industries with dif- 
ferent production modes, ranging from capital- and 
technology-intensive industries that are highly socialized 
and modernized to piecemeal labor-intensive service 
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industries dominated by manual operations. Because 
these industries differ in their level of productive forces, 
they also require different production relations and ways 
of doing business. To develop tertiary industry, there- 
fore, the state should customize guidance and emphasize 
priorities. As far as the transportation, communications, 
and other basic industries are concerned, it should 
increase investment and accelerate the construction of 
key projects, doing everything possible to significantly 
relieve the overcrowding on the major arteries of trans- 
portation, at communications hubs, and at leading har- 
bors before 2000. By the year 2010, we should have put 
in place a transportation system and communications 
network that is modern and meets the demands of 
national economic development. By then the telephone 
penetration rate among urban households should be as 
high as that in moderately developed nations. 


The added value of the financial industry currently 
accounts for 10 percent of that of the entire tertiary 
industry, more than any other part of the tertiary sector. 
As the overall scale of the national economy expands and 
the economy becomes more and more market-oriented 
and monetarized, China's financial industry will have 
much room for growth in the future, and its share of 
tertiary industry will continue to increase. The fact of the 
matter is that the financial industry is a pillar industry 
that controls the lifeblood of the national economy. For 
this reason, we should uphold the supremacy of state 
ownership as we develop the financial industry, build up 
credit cooperatives of an urban collective nature system- 
atically, and strictly limit the development of private 
financial institutions. All commercial financial institu- 
tions, be they state-owned or collective. must be held 
accountable for their own profits and losses and assume 
market risks. 


As of today the insurance industry is still mainly geared 
toward providing insurance for industrial and commer- 
cial enterprises to cover their production and operations. 
Family and individual insurance of every type remains 
in its infancy. The insurance industry must reorient itself 
from enterprises to society as a whole. In particular. we 
must create medical insurance, unemployment insur- 
ance, and an old-age pension systems, all of a socialized 
nature, by reforming the miscellaneous welfare systems. 


The development potential and focus of the commercial 
and service industries is the countryside. The develop- 
ment of rural commerce and services, in turn, is contin- 
gent on rising peasant earnings and progress in rural 
industrialization and urbanization. An all-out effort 
must be made to develop a diversified rural economy, 
push for intensive farmland management, create a 
socialized service system for agricultural production and 
operations, promote the relative concentration of town- 
ship and town enterprises, and speed up the formation 
and development of small and medium-sized cities. 
These are all approaches we can take to stimulate the 
development of commerce and the service industry. 
Meanwhile, by deepening reform, we should put an end 
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to the current practice by enterprises and institutions 
offering social services. Separate enterprises from their 
in-house social service systems and transform what used 
to be a hidden service industry into one that is socialized 
and operates through the market. 


The real estate industry should evolve into a pillar of 
China’s tertiary industry over time. To develop the real 
estate industry, we must first concentrate on solving 
three problems. First, accelerate the reform of urban 
housing so that urban housing is commercialized in the 
course of time and creates an operating mechanism for 
the development of the real estate industry that lives up 
to the demands of the market economy. Second, the 
thrust of the development of the real estate industry 1s to 
build houses for the vast number of urban dwellers, not 
to put up luxury apartments and villas for a small 
number of people in the high-income strata. Third, in the 
course of formation and development, the real estate 
industry must be standardized and regulated by law to 
prevent speculative activities which may trigger off a 
“bubble” economy. 


7. Determining an appropriate accumulation rate and 
the issue of investment security 


In China, changes in the accumulation rate are directly 
related to fluctuations in economic growth. The former 
mirrors the latter remarkably closely, both in timing and 
in the way the peaks and valleys are synchronized. 
Therefore. the formulation of a future economic devel- 
opment strategy, particularly the realization of the objec- 
tive of stable, fast, and healthy national economic devel- 
opment, to a large extent will depend on the selection of 
an appropriate accumulation rate and is particularly 
intimately related to the effective expansion of the scale 
of accumulation and the relative stability of the accumu- 
lation rate. 


A. We should think strategically in terms of accommo- 
dating both accumulation and consumption since the 
two foster each other. 


In traditional socialist economics, the relationship 
between accumulation and consumption is one of 
mu‘ual exclusion. Raising the accumulation rate, it is 
thought. must come at the expense of consumption. But 
the reality since 1970, particularly after reform got under 
way and the open policy was introduced, has smashed 
this traditional point of view. Instead, we have learned a 
new experience, which is that the consumption rate can 
be lowered by an appropriate margin while raising the 
accumulation rate correspondingly. We have succeeded 
in accommodating both consumption and accumulation 
and discovered that the two nurture each other. Practice 
since 1979 proves that although China’s accumulation 
rate has remained at a fairly high level of 32 percent (34 
percent since 1985) during the past 14 years, the material 
and cultural lives of the people have improved rapidly at 
the same time. The consumption level in all society has 
also gone up year after year. Accumulation has not come 
about at the expense of consumption. Let us look at the 
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changes in the distribution of national income between 
accumulation and consumption. Accumulation in 1992 
(677 billion yuan} was a 520 percent gain over that in 
1978 (108.7 billion ,/uan). Meanwhile, consumption 
expanded almost 590 percent, 0.7 of a percentage point 
higher than the growth rate of accumulation. The level of 
per capita consumption nationwide increased from 175 
yuan in 1978 to 803 yuan in 1991, up almost 360 
percent. Accumulation increased just as much, by 370 
percent, during the same period. Neither of them has 
made gains at the expense of the other. This situation is 
the result of two key factors. 


First, there is the net inflow of capital from overseas, 
which has expanded the scale of use of national income 
and made its distribution between accumulation and 
consumption more flexible. Since reform began and the 
open policy was introduced, China has quickened its 
pace of importing foreign capital year after year. 
Between 1979 and 1992, the amount of foreign capital 
actually utilized totaled $98.83 billion. Based on calcu- 
lations using the official exchange rate for the year in 
question, the amount of foreign capital utilized 
accounted for 6 percent of the GNP in 1992. up from 
about | percent in 1984-85. It has become an increas- 
ingly important factor that helps determine how much of 
the GNP is utilized, the magnitude of accumulation, and 
the overall accumulation rate. It has also made it pos- 
sible to expand the scale of consumption at a time when 
the accumulation rate remains consistently at a fairly 
high level, thus accommodating both consumption and 
accumulation. This is one of those things that clearly set 
us apart from the pre-reform era. We must take sufficient 
note of it when we ponder economic development for the 
future and the related accumulation and consumption 
strategy. 


Second are changes in the accumulation model. That is, 
the government-only accumulation model in use under 
the planned economy has given way to a government- 
society accumulation model. In the course of economic 
circulation, not only has the accumulation function of all 
sorts of enterprises (collectives) strengthened by the day, 
but the question of consumption funds being trans- 
formed into accumulation funds is also assuming 
growing importance. As a result of the shift toward the 
individual in the distribution of national income. the 
amount of income at the disposal of urban and rural 
dwellers has been increasing rapidly year after year, 
jumping from 45.2 percent in 1978 to 62.3 percent in 
1991. Concomitantly, there has been a marked change in 
the ownership structure of accumulation as well. The 
basic trend is that government has been receiving a 
declining share of accumulation while accumulation in 
the hands of collectives, particularly individuals, has 
been gaining ground steadily in relative terms. Specifi- 
cally, state accumulation has dropped from 80 percent or 
so in the 1950’s through 1970's to the current 70 percent. 
Meanwhile personal accumulation now makes up 15 
percent of total accumulation, up from less than 3 
percent in 1950-1970. This change in the ownership of 
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accumulation. itself the result of the shift toward the 
individual in the distribution of the national income, is 
a prime expression of the growing accumulation nature 
of the income of the urban and rural populations in 
China. A related develor.nent is worth pointing out: 
Between 1978 and 1° . the urban and rural savings 
deposits balance at year end rose from 21.06 billion yuan 
to 1.15454 trillion yuan (of which over 80 percent were 
fixed deposits.) Moreover. financial assets hav. Secome 
increasingly diversified. Between 1981 and 1992, a total 
of 381.7 billion yuan worth of negotiable securities of all 
types were issued. All these developments have rein- 
forced the burgeoning shift of consumption funds 
towarc accumulation and investment. Hence the new 
phenomenon in the new era of reform and openness: A 
high accumulaiion rate accompanied by rising consump- 
tion funds, with accumulation and consumption feeding 
on each other. This basically explains why at a time when 
there is a growing personal tilt in the distribution of the 
national income. China still manages to achieve a fairly 
high accumulation rate and the consumption rate has not 
increased markedly. 


We should keep the accumulation rate at the present 
level, that is, maintaining the total accumulation rate at 
no less than 34 percent, at least for the duration of the 
next three five-year plans (from the Ninth through the 
1 ith Five-Year plans) in view of the historical stage we 
are in, in the short and medium term, and particularly in 
view of the daunting task we face in building up basic 
industries and the social infrastructure until bottlenecks 
are eased and totally eliminated, the huge investment 
requirement of gradually transforming the industrial 
structure from one that is essentially labor-intensive to 
one that is primarily technology- and capital-intensive, 
the severe fund shortfall we are grappling with in the 
current push to modernize equipment and the drive for 
technological transformation, and the high level of 
investment we must maintain to keep the economy 
growing at a fast pace. If we further take into consider- 
ation the fact that in recent years social consumption has 
risen too rapidly, that institutional consumption and 
administrative spending have expanded abnormally, and 
that the drive to control population growth has not been 
all that satisfactory, some potential exists to raise the 
total accumulation rate even further. 


According to our calculations and projections, it is 
entirely possible to maintain the accumulation rate at 
this high level. It is also an effective and essential move 
to support sustained, rapid economic growth in the 
future. If the post-1980 experience is any guide, with a 
total investment rate (increase in society-wide fixed 
assets investment/GDP plus changes in the level of social 
reserve) of about 32 percent, an accumulation rate of 34 
percent 1s basically enough to meet the investment needs 
of the above-mentioned projected economic growth 
target. Should we manage to boost investment returns 
significantly in the years ahead, with the investment 
growth rate and economic growth rate gradually approx- 
imating each other, an accumulation rate of about 34 
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percent should be enough to pui an end to underinvest- 
ment in China fundamentally and provide adequate 
room for adjustments. 


2. Adopt an investment sccurity strategy that centers on 
enhancing macroeconomic investment returns and 
whose main tool is changes in the operating mechanism 
of principal investors. Its priority should be improve- 
ment and optimization of the investment structure. 


As part of economic development and institutional 
transformation of the future, adjusting and changing the 
investment strategy is a complex issue that involves an 
extremely broad area. At issue are four major strategic 
points, as follows: 


First, the past investment strategy which focused on 
expanding scale and on extensive expanded reproduc- 
tion. That mode! should be jettisoned as soon as pos- 
sible. Instead we should genuinely concentrate on raising 
investment returns and establishing a normal relation- 
ship of mutual compatibility, interaction, and support 
between economic and !nvestment growth. 


The effects of the traditional economic development 
model, which revolved around growth rate and was 
characterized by extensive operation, high inputs, and 
low outputs, are most profound. Morecver, the invest- 
ment system is grossly distorted. As a result, investment 
returns have been low, a problem that has proved 
resistant to solution so far. Hence the excessive invest- 
ment demand, the overextended investment scale, and 
the imbalance between investment supply and demand, 
are all long-standing problems. Judging from the experi- 
ence of foreign nations, given modern socialized mass 
production and scientific and technical progress, the 
historical trend typicaily has been for the economic 
growth rate to exceed or gradually coincide with the 
investment growth rate. This applies to developing 
nations and newly industrialized countries as well as 
economically developed market economies and to the 
times before economic take-off as well as the post- 
economic takeoff era. As a result, scientific and technical 
progress and efficiency have come to piay a progressively 
bigger role in economic development, and the latter also 
has gotten more and more intensive. However, in the 10 
years between 1981 and 1991, China's GNP grew an 
average of 8.8 percent annually while social fixed assets 
investment surgec 19.1 percent each vear, outpacing the 
former by more than 10 percentage points. The GNP 
rose 12.8 percent in 1992 compared with the preceding 
year; meanwhile, fixed assets investment in all society 
climbed 37.6 percent. Clearly this is both uneconomic 
and abnormal. If the reserve factor is included, the gap 
between the two is even wider. 


Based on China's historical experience and in view of 
relevant developments overseas, we should limit the 
increase of fixed assets investment to no more than 10 
percentage points above the GNP at any point in time 
before the year 2000 Beginning with the 10th Five-Year 
Plan, we should do everything we can to make sure fixed 
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assets investment in all society does not increase by more 
than seven or eight percentage points faster than the 
economy. 


Second, in conjunction with the change in economic 
development model and the deepening of enterprise 
reform, we should establish an investment restraint 
mechanism without delay. Under such a mechanism, 
major investors should be held accountable for their own 
profits and losses and assume risk themselves. The 
mechanism would institutionally eliminate the under- 
lying causes of “investment fever” and the current 
situation of nobody being held accountable for invest- 
ment returns. With the diversification of investment 
participants and investment sources since reform went 
under way and the open policy was introduced, practice 
proves that we can no longer merely rely on the govern- 
ment project examination and approval process and 
banks turning down loan applications, or even on the 
campaign that takes place once every few years to weed 
out projects, eliminating some and delaying others, to 
solve the problem at its root. This approach is also at 
odds with the operations of the market economy, 
including its regulatory and control methods. The fact of 
the matter is that, provided investment players are really 
made accountable for their profits and losses and assume 
risk themselves, provided the market is put to the fullest 
use in allocating resources, and provided the government 
manages and balances the total volume and gives strong 
macroeconomic policy guidance, the myriad problems 
which have plagued us for years, such as investment 
fever and others relating to the investment structure, 
investment returns, and investment supply and demand, 
will be readily solved, turning the reactive into the 
proactive. In contemplating future economic develop- 
ment in China and pondering the related investment 
security strategy, therefore, we should emphasize as a 
strategic issue the creation of restraint and risk mecha- 
nisms for investors. 


Third, macroeconomic investment management and 
regulation and control should revolve around improve- 
ment and optimization of the investment structure. In 
times of prolonged, rapid economic growth, we should 
not get into the cut-back-on-investment mode too often. 
Instead, more effort should be made to adjust and 
optimize the investment structure. During the Eighth 
and Ninth Five-Year Plans, in particular, we should 
earnestly put the build-up of basic industries and capital 
construction on the agenda of national planning in order 
to case and eliminate bottleneck restraints. Everything 
must be done to ensure that investment in these areas 
exceeds that in the processing and other industries, in 
contrast to the time a few years ago when investment in 
certain sectors (e.g., energy) actually dropped relatively 
speaking despite an increase in absolute terms. Since 
government investment accounts for the bulk of public 
investment, the national plan should and can play its 
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regulatory and control function to the full. Meanwhile, 
macroeconomic policies should also gradually give more 
preferential treatment to backbone industries and key 
investment areas. Tax and price policies, as well as 
regulations governing the submission of enterprise 
profits to the higher levels, should embody the intent of 
the national industrial policy so that basic industries and 
the relevant enterprises have a stronger capacity for 
self-development and snow-ball development. Whether 
to meet the practical needs of sustained and steady 
economic development at home or to emulate the expe- 
rience in economic take-off of other nations and regions, 
it is most essential that the industrial and investment 
structures aree adjusted along these lines, at the same 
time being coordinating with other pertinent economic 
policies. Such a development also complies with the 
rules. 


Fourth, given the situation in China, we should focus on 
doing a good job in the following four areas as far as 
fund-raising methods and protecting fund sources are 
concerned: 


A) Accelerate reform of the fiscal and tax systems. The 
situation right now is abnormal: Government revenue 
accounts for too smal! a share of the GNP and central 
government revenue accounts for too small a share of all 
government revenue. We should increase the share of 
governmert revenue, particularly central government 
revenue, used to finance economic construction by an 
appropriate margin to meet the minimum investment 
demand that is necessary for the state to carry out 
macroeconomic regulation and control and strengthen 
key national construction. In economically developed 
nations with a modern market cconomy, government 
investment in economic construction typically amounts 
to 30-40 percent of total social investment. In China, 
however. investment allocated by the central govern- 
ment budget made up only 7.4 percent of total social 
fixed assets investment in 1992. This situation not only 
deprives macroeconomic regulation and control by the 
state of the necessary financial backing, but also leaves 
basic industries and capital construction that should be 
financed by government severely underfunded. This 
situation cannot be allowed to continue, no matter what. 
It is far from enough just to increase the share of 
investment dollars allocated in the budget. Instead, we 
must make the most of the credit function of the state. In 
particular we must take a long hard look at the “second- 
ary budget” concept and diligently make plans to create 
such a budget. With a secondary government budget, not 
only will we vastly broaden the sources of government 
funds, which will strengthen the treasury’s macroeco- 
nomic regulatory and control functions, but we will also 
stiffen the restraint with which government funds are 
utilized so that the development of government credit, 
buttressed by the treasury, will be standardized in accor- 
dance with the demands of a market economy. 
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B) Adopt a high-interest-rate fiscal policy. In China, 
where most loans are short-term loans, indirect banking 
is the norm, supplemented by direct banking. This will 
be true even in the long haul. A most urgent issue, 
therefore. is what can be done as part of our future 
Strategy to safeguard investment sources to keep the 
scale of savings expanding steadily and solve the “soft 
credit restraint” problem through 2 high-interest-rate 
fiscal policy. If we manage to do that, we will have 
achieved several things: Keep inflation under control, 
boost investment supply, and spur the effective alloca- 
tion of capital and resources. The experience of Japan 
and some newly industrialized countries in Asia in this 
area offers us many valuable lessons. 


C) When sound enterprise investment restraint and 
stimulating mechanisms are in place, we should take 
practical steps to enhance the self-accumulation and 
self-development capacityof state enterprises. Given the 
present reality, it is proposed that for a specified period 
of time, after-tax profits be returned in their entirety to 
enterprises that are doing well financially and are in 
those sectors that the national industry policy seeks to 
promote. Furthermore, a relatively high reinvestment 
ratio should be set for returned profits in order to 
increase aS appropriate the proportion of funds at the 
disposal of these state enterprises and to amplify their 
capacity and enthusiasm for snow-ball-type develop- 
ment. In addition to allowing enterprises to keep and use 
fixed asset depreciation funds, accelerated depreciation 
should be permitted in certain key industries (the rail- 
road, power, and petrochemical industries, for instance) 
and major enterprises to increase their technological 
transformation investment and speed up their pace of 
technical progress and modernization. 


D) In the process of economic take-off, China must keep 
a net inflow of funds and prevent the premature outflow 
of domestic funds with all its adverse consequences. As 
noted above, we have been able to keep the accumula- 
tion rate at the high level of 34 percent in recent years 
partly because of the net inflow of foreign capital. 
Remove the flow of foreign capital, and the accumula- 
tion rate in China in the past few years would be much 
lower, just 28 percent or so in 1992. At a time when the 
departure of domestic capital for other countries is 
picking up steam on a daily basis. 1t 1s imperative that we 
take into full consideration the capital inflow and out- 
flow issue and handle it properly when we chart the 
future economic development strategy and accumula- 
tion rate. This issue will directly affect the determination 
and adjustment of the accumulation rate at home. More 
and more domestic capital has been leaving China in 
recent years, with the rate quickering sharply particu- 
larly after 1992. If we fail to counter this with the right 
policy or are ineffectual in our guidance, no doubt it will 
have an adverse effect on the way we determine what 
would be an appropriate total accumulation rate in the 
future. In particular, it will help determine in a way that 
cannot be overlooked whether or not we will achieve the 
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domestic accumulation rate target and whether or not 
the economy will grow rapidly on a sustained basis. 


Yunnan Chalks Up Good Economic Performance 
in 1994 

HK1702100695 Kunming YUNNAN RIBAO in Chinese 
25 Jan 95 pl 


[By Han Shuguang (7281 2562 0342) and Gan Qiang 
(3927 1730): “Provincial Statistics Bureau Makes Public 
Yunnan’s National Economic Operations in 1994") 


[FBIS Translated Text] The press briefing called by the 
Yunnan Provincial Statistics Bureau yesterday reveals 
that in 1994 the province’s major reforms proceeded 
smoothly, the macroeconomic control proved successful, 
and the economy continued to grow fairly rapidly. 


The macroeconomic operations were basically normal. 
According to preliminary calculations, the 1994 GDP 
totaled 86.7 billion yuan, an increase of 1! percent over 
the previous year in terms of comparable price. |) There 
was a bumper grain harvest. The 1994 grain output hit 
11.4647 million tonnes, 534,700 tonnes more than the 
1991 record figure, and 612,300 tonnes more than the 
previous year’s figure, increasing by 5.6 percent. 2) 
Township enterprises grew by a wide margin. The 1994 
business income of township enterprises across the prov- 
ince came to 35 billion yuan, up 55.6 percent over the 
previous year. 3) Animal husbandry grew rapidly. The 
total meat production in 1994 was 1.125 million tonnes, 
102,300 tonnes more than the previous year's figure, 
showing an increase of 10 percent. Aquatic products 
increased rapidly. The 1994 production of aquatic prod- 
ucts reached 64,000 tonnes, up 9.9 percent over the 
previous year. The sugar cane output increased by 2.8 
percent to 9.25 million tonnes, 250,000 tonnes more 
than the previous year. 


Industrial production grew quickly. The province's 1994 
gross industrial output value increased 17.6 percent to 
63.164 billion yuan, to which the industrial output value 
at township level and above contributed 53.42 billion 
yuan. With the increase in the gross industrial output 
value, the industrial economic efficiency also improved 
as a whole. In the January-November period of 1994, 
10.1 percent of economically independent industrial 
enterprises at the township level and above across the 
province suffered losses, down 10.8 percent from the 
first half of the previous year, while the overall economic 
benefit index was 203.58, up 39.13 percentage point over 
the same period of the previous year. 


There was a drop in fixed-asset investment, but key 
construction projects and technological transformation 
were boosted. In 1994, the sum of society-wide fixed- 
asset investment used stood at 33 billion yuan, 
increasing 31.3 percent over the previous year, but with 
the growth rate declining by 47.4 percentage point from 
the previcnus year, 
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The province’s revenues grew steadily. In 1994, Yunnan 
overfulfilled the task assigned by the Finance Minister of 
assessing the growth in “two taxes,” the system for which 
was introduced by the central government the same year. 
Local financial revenues increased by 19.8 percent. At 
the end of 1994, the volume of bank savings of various 
kinds hit 84.115 billion yuan, 25.864 billion yuan more 
than the beginning of the year, representing an increase 
of 44.4 percent. Of the total volume, 35.14 billion yuan 
were savings of residents, 10.4 billion yuan more than 
the beginning of the year. an increase of 40 percent. 


Foreign trade was on the increase. The 1994 export 
volume was $897 million, up 71.5 percent over the 
previous year, while the import volume was $420 mil- 
lion, up 32.5 percent. The 1994 border trade volume 
amounted to 3.5 billion yuan, up 22 percent over the 
previous year. In 1994, Yunnan received 450,000 over- 
seas tourists and earned $130 million in foreign 
exchange. up 11.1 and 25 percent over the previous year, 
respectively. 


The people's income continued to climb, and their living 
standards further improved. In 1994, the annual average 
amount of per-capita income used for living expenses in 
urban areas was 3.110 yuan, up 30.9 percent over the 
previous year, and 11.7 percent in real terms. The annual 
peasants’ per-capita net income was 803 yuan, an 
increase of 4.6 percent in real terms over the previous 
year. 


Special Funds Set Up To Reimburse Tourists for 
Losses 

HK1702073995 Beijing CHINA DAILY in English 17 
Feb 95 p2 


[By Cao Min: “Funds to Cover Tourists’ Losses” 


{[FBIS Transcribed Text} Chinese travel services are 
setting aside special funds to reimburse tourists for losses 
that they cause. 


By January 20, 60 travel agencies that organize tours for 
overseas visitors had put 600,000 yuan ($71,000) each 
into such funds. according to the China National 
Tourism Administration (CNTA). 


China International Travel Service, China Travel Ser- 
vice and China Youth Travel Service deposited | million 
yuan ($119,000) each. These three agencies are per- 
mitted to organize travel for Chinese people going over- 
seas. 


China has about 4,000 companies, including 1,111 that 
host or organize tours for overseas visitors. 


All will be ordered to set up compensation funds as part 
of the CNTA’s efforts to improve tourism services, 
CNTA officials said. 


The administration plans to publish in the media a list of 
travel services that have established compensation fund 
to show that any losses they cause can be covered. 


ECONOMIC AFFAIRS 43 


China has three classes of travel services. Generally, class 
one firms arrange tour programmes for overseas visitors- 
class two companies can offer other services to overseas 
visitors and class three agencies deal only with domestic 
travellers. 


At the end of last year, there were 286 companies in class 
one and 825 in class two. 


The setting up of the special funds began last year, as 
part of the CNTA’s efforts to protect the interests of 
tourists and bring the Chinese travel industry into con- 
formity with international practice. 


The tourism administration will receive and investigate 
travellers’ complaints. 


Finance & Banking 


Local Governments ‘Prohibited’ From Issuing 
Bonds Overseas 


OW 1502135595 Beijing XINHUA in English 1330 
GMT 15 Feb 95 


[FBIS Transcribed Text] Beijing, February 15 (XIN- 
HUA)—The State Council, China’s highest governing 
body, has prohibited local governments from issuing 
bonds overseas or inviting international rating organiza- 
tions to make credit ratings for various locales. 


In a circular distributed recently, the General Office of 
the State Council said that local governments may not 
run a deficit budget and have no right to issue bonds 
overseas, and therefore, it is unnecessary for local gov- 
ernments to have credit studies done for various locales, 
so governments involved in such actions must stop them 
immediately. 


Issuing bonds in exchanges overseas is subject to the 
regulations of the State Council on tightening the bor- 
rowing of international commercial loans, the circular 
noted. 


Raising funds overseas, including by issuing bonds, must 
be handled by financial institutions with the authority to 
deal in international currency transactions as approved 
by the People’s Bank of China, the country’s central 
bank. 


The methods, costs, market, and appropriate time for 
raising funds overseas are subject to examination, 
approval, supervision and management by the State 
Administration of Exchange Control. 


Shanghai's CFETS Draws Up Expansion Plans 


OW 1602170195 Beijing XINHUA in English 1609 
GMT 16 Feb 95 


{[FBIS Transcribed Text] Shanghai, February 16 (XIN- 
HUA)—The Shanghai-based China Foreign Exchange 
Trade System (CFETS) has drawn up expansion plans 
for the foreign exchange business this year. 
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CFETS plans to enlarge its coverage across the country, 
adding various foreign currencies besides the U.S. and 
the Hong Kong dollars, and strengthening management 
practices by better regulations, the deputy-executive of 
CFETS, Wang Deshun, said yesterday. 


CFETS has set up 20 centers in China's major cities, and 
six branches in some inland provinces and autonomous 
regions, such as Guizhou and Ningxia, since it opened 
for business last April, according to Wang. 


A total of 303 members, including 89 foreign-funded 
banks and 50-some Shanghai-based ones, handle the 
foreign trade business by means of satellite telecommu- 
nications and the postal service. 


Wang explained that “CFETS has worked out some 
regulations to tighten management, in order to establish 
an open, fair, and accurate trade system.” 


Out of some 60,000 foreign exchange deals made last 
year, the rate of error was only 0.005 percent, Wang said. 


PBC Urges Increasing Environment Loans 


OW 1602174195 Beijing XINHUA in English 1602 
GMT 16 Feb 95 


[FBIS Transcribed Text] Beijing, February 16 (XIN- 
HUA)—The People’s Bank of China (PBC) has issued a 
circular calling on all banks and financial departments to 
increase the number of loans for protection of natural 
resources and environment. 


The circular says that banks should make an equal effort 
both in supporting the development of the national 
economy and in increasing protection of natural 
resources and the environment. 


To promote the coordinated development of the 
national economy and environmental protection, it says, 
“protecting natural resources and fighting pollution 
should be taken into account whenever loans are made.” 


Banks should tighten controls over procedures for 
issuing loans for new projects or renovations that may 
cause pollutions in accordance with laws, rules, and 
regulations concerning environmental protection, it 
explained. 


No loans should be given to construction projects that 
cannot meet the demands of environmental protection, 
it stresses, and calls on banks at all levels to continue 
efforts to increase loans for projects in forestry, agricul- 
ture, science, and technology. 


Article Outlines Latest Financial ‘Frauds’ 


HK 1602154495 Beijing F AZ HI RIBAO in Chinese 29 
Jan 95 p 6 


[Article by Gu Lin (0657 2651) from the “Work 
Research” column: “New Developments in Financial 
Frauds”} 
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{[FBIS Translated Text] Financial frauds planned with 
great intelligence, employing various mears, and 
crossing national boundaries have jumped abruptly in 
China, along with its rapid economic development. As 
financial fraud seriously affects foreign-capital utiliza- 
tion and the expansion of work in foreign trade, this 
writer has summed up as follows the financial frauds he 
has collected recently in an attempt to raise the level of 
awareness in social sectors, especially the financial and 
industrial ones, of preventing and stopping fraud. 


1. Frauds using pregiven seal chops for private foreign- 
exchange accounts. In January of last year, Niu Haichao, 
president for the Chinese side of the Loyang A Com- 
pany, a foreign-invested firm, took advantage of a seal 
given in advance for the change of the legal entity of the 
company’s foreign-exchange account from a provisional 
to a permanent one, duplicated the seal of the U.S. 
partner, invalidated the seal of the original account 
holder, and made himself the sole person entitled to the 
use of funds in the foreign-exchange account. He then 
fraudulently transferred $85,000 to a private account at 
a bank in Guangzhou, causing serious economic losses to 
the company. 


2. Fraud by means of long-term bank drafts. In the first 
half of last year, the general office of a city government in 
Henan received a $10 million long-term bank draft, 
issued by Bank A in a certain country, and payable to 
foreign-trade import and export company B in Henan 
Province. Attached to the draft were a letter from a 
renowned company in Hong Kong giving foreign-trade 
company B the power of attorney over its investment, 
and a promissory letter authorizing trading company B 
to deploy 10 percent of its shares. Both documents were 
warranted by the Sidney branch of the famous and highly 
reputable Orsin [ao xin 3421 2450] Bank. Inquiries by 
the Bank of China [BOC] found that Bank A was a 
registered bank in a certain country, although large 
banking corporations there had few transactions with it. 
That made BOC cautious. Then replies from the Sidney 
Branch of the Orsin Bank to telephoned inquiries said 
the warranty was a pure lie. At this stage, the fraudulent 
nature of the $10 million bank draft was established. 
However, a few days later, foreign-trade company B sent 
people down to clarify that there was a mistake with the 
warrantor, who should be Bank A. Numerous inquiries 
by the BOC finally caused Bank A to admit that it was 
the bank to issue and underwrite the payment for the 
long-term bank draft. Meanwhile, the BOC had received, 
in the course of 15 days, long-term bank drafts 
amounting to $500 million from nine cities and coun- 
tries, all issued by Bank A under the claim of investment 
authorization, furnished with letters of accord, promis- 
sory letters, and letters of intent. The modes of operation 
were the same. Some of the foreign capital-receiving 
enterprises involved had paid 100,000 yuan in transac- 
tion fees to their foreign partners. To learn Bank A’s 
payment capability, the Henan Branch of the BOC 
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telephoned Bank A twice, asking it to discount the post- 
dated checks, but obtained no answer. This was a fraud 
perpetrated by illegal businessmen in collusion with 
internal bank staff. 


3. Fraud by means of stolen foreign-exchange traveler's 
checks. A male Hong Kong passport holder came to the 
BOC asking to cash a $500 check issued by the Bank of 
America. Bank staff discovered that there was no initial 
signature on the check, and asked the man where he had 
gotten it. The man said it was given him by his sister in 
Xinjiang. Suspicious, the bank staff did not cash his 
check and asked him to leave his address in order to 
inform him when cashing was okayed. An inquiry made 
to the Bank of America confirmed that the check was one 
of a number of checks reported lost by the Bank of 
America. The BOC went to the address to look for the 
check holder, but he could not be found. By chance, a 
lecturer with a university in China also had approached 
the BOC China with a request to cash dozens of Amer- 
ican Express traveler's checks amounting to 1,630 
pounds. The bank, suspicious. accepted the checks, 
claiming that they were only accepting them on behalf of 
American Express. Investigations later uncovered that 
the checks all had been reported lost. Public security 
organs, acting on information supplied by the bank, 
traced the leads to a burglary gang and arrested all the 
members, thus solving dozens of thefts. 


4. Fraud with counterfeited large-amount bank drafts 
and U.S. Treasury bills. In April last year, a man 
claiming to be the director of a company in Inner 
Mongolia and head of the representative office of the 
Perot National Investment Bank in China, convinced 
the staff of Bank B that he was depositing seven Perot- 
issued checks totaling $6 million into the bank for a 
foreign capital-injection transaction, and persuaded 
them to accompany him to the Haikou Branch of Bank B 
for discounting transactions. However, staff became 
suspicious when processing his checks, and withheld 
them after investigations had confirmed their suspi- 
cions. In the course of the investigations, dozens of 
similar bills were uncovered, the amounts of some of 
them totaled $100 million, and the amount sections of a 
large number of them were left blank. 


5. Fraud by means of counterfeited letters of credit. A 
foreign trading company in Henan signed a $5.7 million 
export contract with the U.S. Huaxiang Enterprise in 
New York, with terms allowing shipments by install- 
ments, but specifying an advanced contract collateral 
before the American partner issued a letter of credit. The 
Henan foreign trading company, thinking of greater 
profiis because of lower exchange rates, paid its U.S. 
partner a sum of money into a designated account as the 
contract collateral. The U.S. Huaxiang Company then 
opened an account at a certain bank in Hong Kong under 
the name of Duoli Company. which was to be the 
applicant for letters of credit. After receiving the letter of 
credit from this Duoli Company and when processing it, 
the BOC discovered many points in the letter of credit 
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which were at odds with the contract, and cautioned the 
Henan foreign trading company. The company delivered 
the goods to the port and notified its U.S. partner to 
inspect and arrange for the shipment of the goods. The 
U.S. partner procrastinated, until the letter of credit 
passed the due date and expired. The Henan forcign 
trading company brought in outside help to investigate, 
and found that the applicant of the letter of credit had a 
complicated background and no business transactions 
with the U.S. Huaxiang Company, though specific 
trading details could not be ascertained. All things con- 
sidered, the transaction was considered a letter-of-credit 
scam, and the Henan foreign trading company was 
advised to terminate the contract, but it had sustained 
some 400,000 yuan in direct economic losses. 


6. Fraud with financial credit-worthiness papers. Hong 
Kong's Huayang International Company Limited set up 
an office in Loyang which, holding $170 billion worth of 
credit-worthiness authorization letters reportedly under- 
written by the Maoming Branch of the BOC, lobbied for 
investment, claiming that it had signed contracts on 244 
development projects in Loyang, Xinxiang, and seven 
other districts amounting to 40.43 billion yuan. How- 
ever, investigations uncovered that the credit-worthiness 
papers supposedly underwritten by the BOC’s Maoming 
Branch were forged by this Huayang Company. The 
investment was a pure scam. On 30 July last year. public 
security departments seized from the company 99 “‘let- 
ters of intent on accepting savings” and credit- 
worthiness papers covering 17 provinces and involving 
$476.9 billion and 15.4 billion yuan. Many units had 
been cheated and sustained serious economic losses. 


Forged financial bills were so widespread partly because 
the methods employed in the scams were crafty and 
involved baits, but mainly because swindlers knew how 
to exploit the weak spots in the psychologies of depart- 
ment cadres and company staff membets, such as igno- 
rance, being unfamiliar with international finance, being 
too eager to import foreign capital and clinch decals, 
betting on luck, blindly following other people, the profit 
motive, greed, and so on. There have been many articles 
explaining and analyzing these weak ;<sses. | will say no 
more, and would like to examize briefly the social 
conditions under which these scains were made possible. 
1) There is a lack of effective constraints and supervi- 
sion, along with an economic structure in which “every- 
one eats from the same pot” and in which property rights 
are not at all defined. From the scams listed above. we 
can see that those cheated did not suffer any personal 
losses at all. 2) There are blank areas in our legal system. 
At present, there are no explicit, defined, and specific 
financial rules and regulations, especially those apphi- 
cable to foreign-exchange bills and certificates. Take 
authenticating financial bills for an example. There is yet 
to be an authority established by law or administrative 
decree to oversee this area of work. 3) Traps in the 
execution of justice. “Whoever reports the crimes pays 
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more” has become an unspoken convention. Once vic- 
tims of a financial scam—a company or a banking 
agent—report it to the authorities, the victims are bound 
to put in considerable manpower, money, and materials, 
and end up paying more than they can get. Investigations 
and trials often last one, or two to three years; it is not 
worth engaging in this protracted war. To some extent, 
not reporting a financial scam is better than reporting it. 
4) Poor public awareness of financial scams and half- 
hearted crackdowns by society. 


Better results have been scored recently, as a result of 
increasing understanding among the general public of 
fake and inferior goods, crackdowns by judicial depart- 
ments, and vigorous propaganda by press departments. 
Crackdowns on forged financial bills, and the making 
and trafficking of counterfeited banknotes, however, 
pale beside them. Despite the great number of such 
offenses, only a pitiful number of offenders is being 
brought to justice. The general public remains unin- 
formed, and many have been cheated, out of either 
curiosity or greed. 


Land Value-Added Tax To Help Real Estate 
Market 


HK1702070695 Beijing CHINA DAILY in English 17 
Feb 95 p § 


[By Tong Ting: “Land Tax Good For Real Estate”) 


{[FBIS Transcribed Text] China's land value-added tax 
will help bring order to the real estate market and 
promote its healthy development, a senior tax official 
said yesterday. 


“The land value-added tax wili help round out the 
taxation system and facilitate government regulation of 
the real estate market,” said Xiang Huaicheng, deputy 
director of the State’s Administration of Taxation. 


The Provisional Detailed Regulations on Land Value- 
added Tax came into effect at the end of January. 

The tax must be paid by Chinese and foreign individuals 
ond institutions that profit from transferring the right to 
us* State land, buildings and support facilities. Transfers 
through inheritance and gifts are exempt. 


The tax will help check land speculation, Xiang said. 


With the fast development of the real estate market, 
speculation has become a serious problem. 


The previous waste of land resources and failure to tax 
profits on land deals hurt the national economy, he said. 


From the beginning of 1992 to July 1994, real estate 
companies got a total of 127,000 hectares land for 
development, but only 46.5 per cent of land was used for 
construction. 


Statistics suggest that untaxed i2n¢ deals were costing 
the State more than 20 billion yuan ($2.4 billion) a year 
in lost revenue. 
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The land value-added tax gives the government a rea- 
sonable share of land value-added profits, increasing the 
State's fiscal revenue. 


The tax will also ensure the rights and interests of real 
estate investors, Xiang said. 

Under the regulations, the tax is based on real estate 
developers’ profits minus | 20 per cent of what they spent 
to acquire and develop the land. 

The break takes into consideration such factors as infla- 
tion and other taxes, and will ensure that the real estate 
investors get a fair return, he said. 


The break is aimed at encouraging real estate develop- 
ment and reflects the difference in government policies 
towards real estate investment and speculation. 


The detailed regulations stipulate that anyone required 
to transfer real estate for city planning or construction 
purposes will not have to pay the tax. 


People who transfer their houses because they change 
their work or improve their circumstances will gei a tax 
reduction or exemption. 


*Liaoning Research Group Proposes Further Tax 


9SCE0215A Chongqing GAIGE [REFORM] in Chinese 
No 6, 20 Nov 94 pp 92-100 


[Article by Su Cun (5685 1317), Wang Zhichun (3769 
0037 2504), Li Chunzhi (2621 2504 5347), Sun Dianwu 
(1327 3013 2976), and Wang Shihui (3769 0013 1920), 
Liaoning Provincial Financia, Research Institute Prob- 
lems Group: “Study of the Cc trelation Between Tax 
Revenue and Credit Under the hw Taxation System.” 


[FBIS Translated Text] Tax system reform and financial 
system reform are important integral parts of China's 
economic system reform. The two must be integrated 
and coordinated if the goals of reform are to be attained. 
However, problems inherited from history place heavy 
burdens on Chinese enterprises. Enterprises themselves 
find development very difficult, and the current tax 
reform intensifies their tax burdens to varying degrees. 
The present single channel for raising money means 
increased reliance on banks. However, the heavy bur- 
dens, and the mounting losses of enterprises have 
brought a decline in quality of bank credit assets that 
serve as collateral, thereby causing new problems for 
financial system reform. This article studies and explores 
the correlation between tax revenues and credit under 
the new taxation system. 


L. of Taxation 
Analysis Sp Sea Saigeeans é 


Taxation system reform in China began in the midst of a 
gradual decline in the business of an overwhelming 
majority of concerns. Statistics show losses of 2.7 billion 
yuan for industrial enterprises covered by the budget at 
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the end of the Sixth Five-Year Plan, rising to 27.9 billion 
yuan during the Seventh Five-Year Plan. In 1991, losses 
continucd to rise to 31 billion yuan, encompassing 29.7 
percent of all industrial concerns covered by the budget. 
Although the number of moncy losing concerns in 1992 
was 5.2 percentage points less than in 1991, the amount 
of loss still rose to 28.88 billion yuan. Industrial enter- 
prise losses may be characterized as follows: 1) State- 
owned enterprises, particularly large and medium-sized 
industrial enterprises, sustaincd substantial losses. 
During the first half of 1992. losses of state-owned 
industnal enterprises amounted to 19.46 billion yuan, or 
46.9 percent of profits. Collective industrial enterprise 
losses amounted to 3.47 billion yuan, or 24.6 percent of 
profits. Township and town industrial enterprise losses 
stood at 1.16 billion yuan, or 25 percent of profits. 
Industrial concerns under other forms of ownership 
showed losses of 1.43 billion yuan, or 21.9 percent of 
profits. 2) The coal. military ordnance, and textile indus- 
tries showed substantial losses. During the first half of 
1992, 79 percent of petroleum and natural gas extractnon 
industnes, 67 percent cf coal mining and dressing indus- 
tres, 56 percent of military ordnance and armament 
indusines, and 42 percent of textile industries showed 
losses. The losses of these four industries accounted for 
38 percent of the losses of all state-owned industrial 
enterprises. 3) Enterprises in old industrial zones and in 
inland areas were fairly hcavy losers. Incomplete statis- 
tics for 1992 show that provinces and cities in which 
State-owned enterprise losses were greater than the 24 
percent average for the nation as a whole included 
Heilongjiang (42.5 percent), Qinghai (40.5 percent), 
Hainan (39.9 percent), Anhui (*4.2 percent), Guizhou 
(34 percent), Sichuan (32.6 p ent), Guangxi (30.8 
percent), Tianjin (25 percent), and Ningxia (24.9 per- 
cent). Liaoning is one of the country’s old industrial 
bases in which 1.261 large and medium-sized state- 
owned enterprises, or one-tenth of all such enterprises, 
are located. As of the end of 1993, $0.6 percent of 
industnal concerns covered by the budget showed losses, 
and more than 70 percent were making poor returns or 
incurring serious losses. Liaoning provincial government 
Statistics showed 63 percent of all large and medium- 
sized industrial concerns were losing money, up 12.4 

percentage points from the end of 1992. Fostete 1) 
(See JINGJI TIZHI GAIGE, 1994, first quarter) 


In addition to their open losses, enterprise also have 
hidden losses. A Chinese Industnal and Commercial 
Bank survey of more than 10,000 state-owned enter- 
prises nationwide showed 63 percent had hidden losses 
running to 10.83 billion yuan. This was 1.72 times their 
open losses, .¢.. book losses. Enterprises hidden losses 
may be characterized in four main ways: 1) The hidden 
losses problem was also very serious even in concerns 
showing a profit. Extrapolation of relevant data shows 
that enterprises showing a profit accounted for 41 per- 
cent of enterprises having hidden losses and 37 percent 
of the total of hidden losses. 2) Hidden loss enterprises 
were concentrated in just a few industries. Relevant data 
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from the Ministry of Finance showed that 87.1 percent 
of them were in light industry, 85 percent in the textile 
industry, 8 percent in the coal industry, and 78.2 percent 
in the machinery industry. 3) The percentage of reserves 
in hidden losses was substantial. The survey showed 
reserves accounted for 43 percent. The percentage of 
hidden losses attributable to production, finished goods, 
and business operations was 20. 17, and 20 percent 
respectively. 4) Hidden losses continue to spread; reme- 
dying them is difficult. In most enterprises. the holes for 
hidden losses are becoming bigger and bigger duc to 
marginal production, marginal inventones, and mar- 
ginal price cutting. (Footnote 2) (See JINGJIXUE 
DONGTAIL 1993, N No. 5, p 31) 


Il. Deterioration of Business Has Caused a 
Decline in the Quality of Credit Assets That 
Serve As Collateral 


Decline in the economic returns of enterprises, and the 
increase in their losses have tied up large amounts of 
bank credit assets that serve as collateral, some of which 
have become bad debts. Quality of credit assets has 
declined. This is manifested in the following ways: 


1. Bank loans are used to make up all sorts of losses, 
some loan money being lost thereby. Take just enter- 
prises covered by the budget, for example. Ministry of 
Finance data for 1991 show losses of 3! billion yuan for 
industrial concerns covered by the budget. In addition 
are the losses of materials, commercial. food. forcign 
trade, construction, and urban public utility industries 
covered by the budget nationwide. which were more 
than 100 billion yuan in 1991. If hidden losses of 180 
billion yuan are added in, the total ts more thar 280 
billion yuan. Except for the more than 50 billion yuan 
made up out of public funds, the remaining more than 
200 billion yuan came entirely from credit advances. 


2. Late disbursement, late payment, and late reimburse- 
ment have increased rapidly. Use of credit for public 
financing has switched credit funds to unintended pur- 
poses. This occurs mostly in the following ways: a) Banks 
take on some of the special-purpose reserve tasks that are 
properly the province of public finance. Examples 
include reserves for the purchase of grain, rubber, and 
sugar and the construction of grain storzge facilities. As 
of the end of 1991, banks had issued more than 40 billion 
yuan as reserves for these state purchases and facilities. 
b) Bank loans are used to make wy) for accounts pending 
resulting from delay in disburceinent of public funds. 
Late government disbursement, payment, and rcim- 
bursement, and the excess losses of enterprises in recent 
years have caused a large increase in accounts pending in 
industry and communications, business, grain dealings, 
foreign trade, and supply and marketing. The amount 
pending has increased steadily. In 1990. accounts 
pending nationwide totaled 70 billion yuan, msing to 
104.5 billion by the end of 1991. Accounts pending in 
grain dealings alone totaled more than 40 billhon yuan. 


3. As a result of the accumulation of enterprise finished 
goods inventories, the amount of moncy tied up in the 
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“three kinds of funds” continues to rise without let-up, 
thereby depleting credit. Bank of Industry and Com- 
merce statistics show that the percentage of designated 
capital as a percentage of working capital in 40,000 
state-owned industnal enterprises fell from 72.6 percent 
in 1985 to 53.2 percent in 1991. During the same period, 
the amount of nondesignated capital rose from 27.4 to 
46.8 percent. The percentage of production and reserve 
funds in given capital fell from 77.4 to 70.4 percent. and 
the percentage of goods tied up in finished goods rose 
from 21.6 to 25.2 percent. The amount of “three kinds of 
funds” used by the 40,000 state-owned industrial enter- 
prises shot up from 217.8 billion yuan ir 1989 to 331.9 
billion yuan in 1991, increasing 114.1] billion yuan, or 
52.4 percent in two years. During this period, 71.23 
percent of these enterprises new loans were tied up in the 
“three kinds of funds,” making their normal turnover 
difficult. it is particularly noteworthy that a substantial 
percentage of the “three kinds of funds” of enterprises 
are tied up in payments for which goods have not been 
received, or for goods that do not meet specifications, 
and have become bad debts. 


4. There has been an enormous increase in overdue, 
non-performing, or dead bank loans. Bank of Agricul- 
ture, Bank of China, Construct.on Bank, and People’s 
Bank branch survey statistics on 1.5 trilhon yuan in 
national bank loans (75.9 percent of their total loan 
balance as of the end of 1991) show a total of 186.2 
billion yuan in overdue non-performing. and dead 
loans, which is 12.4 percent of the loans surveyed. 
Extrapolation shows an estimated more than 220 billion 
in overdue, nonperforming. or dead bank loans as of the 
end of 1991. This is 1.6 times the amount of bank-owned 
capital for the same perivd. (Footnote 3) (See JINRONG 
YANJIU, No. 11, 1993, Zhong Qirui (6988 6386 3843)) 


The above information shows that caterprise bus*ness 
conditions have lowered the quality of bank credit assets 
to the point that it exceeds their tolerance. Unless action 
1s taken to reverse it, the situation will become worse and 
worse. 


111. Increase in Enterprise Tax Burdens in the Wake of 
the New Tax System, and Shifting It to Banks 


in the wake of the new tax system, various provinces and 
cities throughout the country conducted different kinds 
of surveys on the resulting tax burdens of enterprises. 
These surveys showed a theoretical decline but an actual 
increase in enterprise tax burdens following inaugura- 
tion of the new tax system. A Henan People’s Bank 
survey showed that since January 1994, Henan has 
levied exght main kinds of taxes in the course of focusing 
on all-out rv i the value added tax. The provincial 
treasury hi ed the two tracks of the new and old 
value addec 4. system. As of the end of February, the 
province's fiscal revenues totaled 762 million yuan, up 
35.4 percent from the same period in 1993. This 
included 658 millon yuan in industrial and commerciai 
revenues, up 44 percent from the same period in 1993. 
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Fiscal revenues increased faster than production and 
commodity circulation. Department of Finance statistics 
on 1,996 state-owned enterprises showed a 3.9 percent 
increase in the number of money losing enterpr ses, 32.9 
percent increase of concerns showing losses, and a |.7- 
fold increase in losses. (Footnote 4) (See JINRONG 
SHIBAO, 10 May, p 3). The increase in fiscal revenues 
came at the pnce of a decrease in enterprise economic 
returns and fund performance. 


A survey conducted in Jiangsu showed an increase in the 
real tax burdens of most enterprises in the wake oj the 
new tax system. A survey of seven major industnes, 
including the light, chemical, textile, and machinery 
industries, showed that, except ior the chemical 
industry, whose overall tax burden declined slightly. the 
tax burdens of the other six industnes rose in varying 
degrees. During January and February 1994, the tax 
burden rate of state-owned industrial enterprises im the 
province rose from 5.33 percent during the same period 
in 1993 to 8.97 percent, a 3.64 percentage pont increase. 
In addition, the new tax system provides that no value- 
added tax receipts may be issued for transportation, 
posis and telecommunications, and communications 
charges, or for small taxpaying concern installation kit 
processing fees; thus enterprises lose a tax deduction. 
This increase in enterprise tax burdens has had a great 
effect, particularly on enterprises whose transportation 
costs are large. (Footnote 5) (JINGJIXUE XIAOXI 
BAO, 12 May 1994, p 2). A survey of 40 industrial 
concerns in Zhangjiakou, Hubei, found a gcneral 
increase in enterprise tax burdens in the wake of tax 
reform, the 40 enterprises paying a total of 33,880,700 
yuan in taxzs. (Footnote 6) (See JINGJI TIZHI GAIGE, 
first quarter 1994). A survey conducted in Sheyang 
County, Jiangsu, found that in counties like Sheyang, 
which is a contender for the national cotton output 
championship, following tax system reform, the tax 
burden on cotton processing alone, which had formerly 
been zero, increased about |S million yuan (calculated 
on 90,000 dan of ginned cotton). When added to the 
taxes on grain and edible oil, livestock fodder, aquatic 
products processing, and chemical and phosphate fc rtil- 
izer production, the tax burden increase amounted to 
more than 20 million yuan. In addition. the income taxes 
of the province's agriculture and livestock enterprises 
increased 3.7 million yuan. Thus, the after-tax burden of 
enterprises having the word “agriculture” in their name 
increased by a cumulative 23.7 million yuan. The overall 
estimate is that after institution of the new tax system, 
the tay. burden of Sheyang County enterprises inc eased 
a net 59.36 million yuan (not including the end of 1993 
residual tax burden on inventory). This included 41.58 
million yuan in taxes io be shared jointly, and 17.88 
muillicn yuan in local government taxes. After instiuiion 
of the strict tax collection and control system, about half 
of the county's enterprises cannot siand the heavy 
burden and will be hard put to continue with production 
and operation. (Footnote 7) (See JING)! TIZHI GAIGE, 
first quarter 1994). 
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The new tax system was inaugurated without any 
meshing with enterprise operating and economic mech- 
anisms. Since enterprise channels for raising money are 
pretty much just one, the burden on the banks ts very 
heavy. Therefore, after the new tax system reforms 
increased enterprise tax burdens, enterprises have had to 
turn to the banks again because they have nowhere else 
to turn to get money. The following situations exist: 


1. Enterprises se loans to pay their taxes. The date of 
receipt of proof of sales, completion of collection and 
acceptance procedures. authorization of collection pro- 
cedures. and setting of an instaliment payment is the 
date when the value-added tax is payable. Income taxes 
are collected in advance, a refund made by April of the 
following year. A collectson-in-advance, refund-later 
accounts pending system 1s used for taxes deductible and 
other deductibles on previous year purchases of raw 
raaterials by enterprises. The above regulations mean 
that enterprises must pay their taxes even before they 
collect any sales income and realize a profit. They use 
their working capital to <‘o this. Consequently, since 
enterprises carry a jot of debt, cannot get credit easily, 
and are seriously arrears in payments, they have no 
choice but to obtain loans to pay their taxes. This means 
that production and operating funds are in short supply 
and that enterprises owe large amounts of interest. A 
Henan People’s Bank survey showed that an electric 
relay plant in Xuchang generated 60 million yuan worth 
of new products in 1994 and paid 10.2 million yuan in 
taxes. The output of 1,942 state-owned industrial enter- 
prises in the province averaged about 2.5 billion yuan 
worth of products. However, it took an average 2 or 3 
months or longer to collect the money on goods sold, and 
in some cases the money was not collected for as long as 
a year. Purchases and sales are concentrated at certain 
times in the course of a year; thus, tax payments are 
uneven, up sometimes and down others, all requ‘t*g the 
use of luans to pay taxes. This creates a false px «re of 
fiscal revenues, and it means that some loan money 
cannot play the role in should in production and com- 
modity circulation. (Footnote 8) (See JINRONG 
SHIBAO, 10 May 1994, p 3). 


2. Some enterprise tax burdens rose and others fell 
following tax reform. Enterprises whose tax burdens fell 
used the money to develop new production; thus, the 
amount they owed banks did not decrease. However, 
enterprises whose tax burdens rose had to turn to the 
banks for money. Thus, in reality, the maintenance of a 
theoretical balance in credit did not occur, instead, 
demand for credit increased greatly. 


3. Before tax reform, many enterprises relied on tax 
reductions or exemptions to survive. Following tax 
reform, this tax money was no lor¢er available for their 
survival; consequently, <be shortage of enterprise pro- 
duction funds was inevitauly passed along to the banks. 


4. The centralization of tax authority and the decrease in 
enterprise tax cxemptions have set back enterprise tech- 
nological transformation projects and lengthened the 
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recovery period for bank technological transformation 
iene, Adieentsiniiedhenmmntniliaamabimmtiena 
until 1993, local governments in Xuchang. Zhumadian, 


tion of tax authority, prefecture and city goverrmenis no 
longer had authority to grant such tax reductions and 
exemptions, so enterprises had to ask the banks for loans 
to fill the gap left by an end to the former tax reductions 
and exemptions, and the source of money for repayment 
of previously planned tax reductions and exemptions 
was gone. Once interest paid on fixed asset loans was 
included in costs, enterprises experienced double taxa- 
tion of value added, which increased costs, reduced after 
tax profits, and lengthened the fixed asset loan 

repayment period. The Zhongyi Chemical Fiver Co., 
Lid, in Zhumadian Prefecture issued 14 million yuan 
worth of three-year enterprise bonds paying interest of 
14 percent a year. The company was to pay back 19.88 
million yuan after three years. Under the original plan, it 
would receive a 2.5-million-yuan tax exemption, plus 
depreciation, and profit from sales, thereby clearing its 
indebtedness within three-and-a-half years. However, 
product prices fell, the tax exemption policy was discon- 
tinued, and tax obligations changed. The debt repayment 
period had to be extended to six years. During this 
period it increased its bank loan by 12 million yuan and 
discounted 4.5 million yuan for use in paying indebted- 
ness on the bonds it had issued in order to maintain the 
enterprise's reputation. Interest on the additional debt 
amounted to far more than the amount of the tax 
exemption. (Footnote 9) (See J, NGJI TIZHI GAIGE, 10 
May 1994, p 3). A survey of 40 ‘ndustrial and commer- 
cial firms in Zhangjiakou, Hebei, showed that following 
tax reform, the ability of these firms to repay loans made 
for technical transformation and network outlet point 
facilities fell an average 49.37 percent. (Footnote 10) 
(See JINGJI TIZHI GAIGE first quarter 1994). 


Another instance occurred in Liaoning after tax reform. 
Most firms in Liaoning had had to depend on stat- 
paybacks of tax revenues to survive. Since the mix of 
industry and commerce was irrational, industry 
accounting for too large a percentage, value-added taxes 


with few kinds of taxes from which they could obtain 
revenues, so the ability of local treasuries to help enter- 
prises — production was fairly weak. Co-se- 
the job of making up fund shortfalls follc wing 
tax reform incvitably fell to the banks. Liaoning is a'so a 
balance province in which statistn.s 
show a debit balance of approximativ 30 billion yuan 
during the past several years, incre»sing to 35 billion 

at the end of 1993. It addition, because of the long 
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accumulation of more than 20 billion yuan in nonper- 
forming loans and bad debts, the total shortfall amounts 
to more than 50 billion yuan. This amount rose another 
5 billion yuan in 1994, bringing the total debt balance to 
nearly 60 billion yuan. (Footnote 11) (See JINGJI YU 
XIAOXI BAO, 5 May 1994, p 1). The central govern- 
ment treasury cannot assume responsibility for all of 
such a large fund shortfall; the banks have to assume 
responsibility for most of it. 


IV. Steady Decline in Quality of Bank Loan Assets 
Creates Credit Crisis 


Not only does the steady decline in quality of bank loan 
assets exert tremendous pressure on the normal opera- 
tions of the specialized banks themselves, but it lowers 
the reputation of the banks. It weakens the ability of 
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banks to develop reserve strength, thereby increasing the 
risk of another financial crisis. This is manifested mostly 
in the following ways: 


1. Incr cases in uncollected bank interest, and an increase 
of the number of banks showing losses. Take the cotton 
market for example, which had a outstanding loan bal- 
ance of 5.7 billion yuan at the end of 1991 on which the 
uncollected interest reached 258 million yuan. As a 
result, four banks showed losses amounting to 55.23 
million yuan. 


2. Decline in bank solvency. Given the make-up of 
Chinese bank assets and liabilities, bank solvency may 
be judged on the basis of the three indicators of the cash 
to stand-by reserves ratio, composite reserves r‘tio, and 
liquid assets ratio. 


Changes in National Bank Solvency Between 1985 and 1992 


1985 1986 1°87 


15.2 12.0 8.4 


7.2 


9.7 12.4 


27.0 24.1 19.9 


19.3 


22.3 25.2 


Liquidity 25.1 19.5 14.1 


Ratio 


26.2 29.8 


(Footnote 12) (See JINGJI YANJIU, No. 6, 1993, Biao 
Zhiyuan [2871 1807 6678}) 


The table shows that the three indicators were at their 
lowest in 1988 and 1992, suggesting a credit crisis. In 
fact, the country did have serious currency inflation in 
those two years with runs on financial institutions occur- 
ring. The decline in the quality of financial assets in 
China has seriously weakened the solvency of the 
nation’s banks. Should such a run occur again, it may 
shake the stability of the entire financial system, precip- 
itating a crisis and a downturn in the national economy. 


3. The adequacy rate of state-owned banks shows a 
decline; the difference between capital and risk assets 
proportional demand is substantial, and competitiveness 
has weakened. The Basel Agreement requires that the 
capital structure of China’s banks today consist of the 
following two components: First is credit funds, funds 
under bank control, and net profit (as in the Bank of 
Industry and Commerce). Second is share capital, public 
accumulation funds, net profit, and bad debt reserves (as 
in the Bank of Communications). Using the formula for 
figuring the ratio between capital and risk assets that the 
Basel Agreement prescribes, the status of this ratio in 
China’s several large specialized banks is shown in the 
following taule: 


Table 2. Ratio Between Capital and Risk Assets in Each of China's Large Specialized Banks Units: Percent __ 


Name of Chinese Chinese Bank of China Ci.‘sese People’s Con- Bank of Zhongxin Industrial 
Bank Industrial Bank of struction Bank Communications Bank 
and Com- Agricul- 
mercial ture 
Bank 
Subject Capital Capital Core Cap- Total Core Cap- Total Core Cap- Total Core Cap- Total 
Adequacy Adequacy ital Risk Capital ital Risk Capital ital Risk Capital ital Risk Capital 
Rate Rate Assets Risk Assets Risk Assets Risk Assets Risk 
Assets Assets Assets Assets 
1988 7.15 9.89 4.54 5.55 9.09 9.15 10.20 10.99 5.46 556 
1989 7.35 8.80 5.49 7.01 8.18 8.24 12.96 13.84 3.87 4.09 
1990 6.77 7.40 5.06 6.73 7.43 7.49 11.77 12.53 4.40 4.56 
1991 6.68 6.47 4.95 6.62 6.47 6.52 8.73 9.29 481 $.97 
1992 6.59 6.32 5.31 7.88 6.36 6.49 8.80 9.40 4.50 6.92 
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(Footnote 13) (CAIMAO JINGJI No. 9, 1993, Xue Feng 
[5641 1496}) 


The above table shows that if an analysis is made of core 
capital, all of the national banks meet the Basel Agree- 
ment’s 4 percent requirement, but subsidiary capital is 
too small. The published bank assets balance sheet lists 
only reserve funds. The specialized banks have virtually 
no open reserves, assets write-ups, or long-term tools of 
an indebtedness nature. A look at total capital shows that 
as of the end of 1992, none of the banks, except the Bank 
of Communications, had met the 8 percent requirement. 
The Industrial and Commercial Bank, the Bank of 
Agriculture, the Construction Bank, and the Zhongxin 
Industrial Bank did not reach even the 7.25 intermediate 
goal rate. Furthermore, because of the sharp decline in 
the quality of credit assets in rece..t years, the actual total 
capital ratio is far lower than the above ratio. Even more 
worrisome is that the capital-to-risk ratio of banks doing 
business mostly inside China today shows a declining 
trend. Not only should we watch this closely, but if it is 
allowed to continue, it will adversely affect the ability of 
China’s banks to forge links with international banks and 
weaken competitiveness. 


Unless needed changes in the quality of bank credit 
assets are made, a new payment crisis, or even a credit 
crisis, may occur which will cause a serious downturn in 
the national economy and a tremendous decline in the 
people’s standard of living. 


V. Thoughts on Remedies 


Public finance and credit are two wheels needed for 
reform of the national economy. If the national economy 
is to develop smoothly, the two must be coordinated and 
meshed. Therefore, solution to this problem of one rising 
and the other falling requires intensification of reform. 
Specifically, work must be done in the following several 
areas: 


1. Establishment of a modern enterprise system 


Establishment of a modern enterprise system forms the 
foundation for the socialist market economy system. It is 
the main component in the intensification of enterprise 
reform, and it is also the orientation for development of 
state-owned enterprises. 


The goal of the modern enterprise system we establish is 
a genuine separation of government administration and 
enterprise management that enables enterprises truly to 
become juridical entities having “four autonomies and 
one independence,” that have the same rights as individ- 
uals, and that are able to realize, as a result of the modern 
enterprise system, more scientific and more regularized 
enterprise organizational and administrative systems, 
through the founding of a modern enterprise system and 
the formation of an effective macroeconomic regulation 
and control system. 


China’s more than 13,000 large and medium-sized state- 
owned enterprises that already have independent 
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accounting systems amount to 2.6 percent of all indus- 
trial enterprises in the country. The industrial output 
value they create accounts for 46 percent of the gross 
industrial output value of enterprises at the township 
and above level throughout the country. They pay 
approximately 67 percent of the profits and taxes paid to 
the state. Today, when enterprises under difierent forms 
of ownership are developing rapidly, state-owned enter- 
prises still hold an important position and possess 
marked advantages. They are an important source of 
fiscal revenues, and they are also the backbone of eco- 
nomic development. Therefore, by transforming state- 
owned enterprises, China’s enterprises as a whole will 
first change their look and have more vitality. 


2. Fiscal reform must focus on lightening enterprise 
burdens, nurturing the financial capacity of enterprises to 
reduce dependence on banks for funds. 


A. Lowering enterprise tax obligations. China’s value- 
added tax rate is 17 percent, the intermediate level for 
developed Western nations (France, 18.6 percent; Ger- 
many, 15 percent; Argentina, 18 percent; and South 
Korea, 10 percent). The enterprise income tax rate is 33 
percent, also the intermediate level for developed coun- 
tries (United States, 34 percent; UK, 33 percent; Japan, 
37.5 percent; Thailand, 35 percent; and India, 40-65 
percent). The business tax is about the same. From a 
purely tax rate standpoint, the tax burdens of China’s 
enterprises are not high. However, close analysis shows 
that because China’s enterprises have long had extremely 
little capital of their own, their debt burdens are fairly 
heavy. Therefore, overall the tax burden of China’s 
enterprises is already very high. To lower enterprise tax 
burdens, setting the enterprise value-added tax at 
between 6 and 24 percent would be about right, different 
rates applying to different industries. The income tax 
should be below 30 percent. Such low tax rates might 
cause a drop in nation revenues given today’s circum- 
stances, thereby reducing the country’s collective wealth. 
This loss should be made up by improving the tax system 
to reduce the loss of tax revenue through tax cheating 
and evasion. 


B. Verify and write off assets that have been lost and no 
longer exist. A common situation in enterprises today is 
misstatement of assets. Many assets have long since 
slipped away. In such cases, the original representative 
for the assets, the State Assets Administration, should 
verify their loss and write them off. 


C. Transfer elsewhere the social security functions that 
enterprises bear. With the advent of social security 
system reform, the old system’s receipt- 
in-advance-for-later-payment system for payment of 
social security should be changed to a fund budgeting 
system, this system serving as a source of money for 
future issuance of retirement pensions. After adopting 
this fund budgeting system, all staff members and 
workers and their employers would pay a certain sum 
each month as a social security tax, a new method 
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instituted for “new people” entering the system. The 
following method should be used to solve social security 
fund problems: Since the social security fees (or taxes) 
that these “old people” have paid already form a part of 
existing state-owned assets, the assets should be sepa- 
rated into an old staff members and workers medical 
treatment and health care fund, and a retiree and future 
retiree pension fund. Alternatively, some of the assets 
should be converted to form a medical treatment and 
health care fund and a pension fund. Therefore, when a 
state-owned enterprise becomes incorporated, a clear 
distinction should be made between the retirement fund 
and the medical treatment and health care funds, and 
corresponding assets should be deducted from current 
enterprise assets and apportioned in share-rights form to 
the applicable social security fund. Interest from these 
funds should be used to pay medical treatment and 
health care expenses of old staff members and workers, 
as well as the pensions of retirees and future retirees. 


D. Proper handling of bank financial claims issues. Two 
methods may be used to handle bank creditor rights: A 
portion should continue to be maintained as bank liabil- 
ities; another portion may be converted to bank equity 
rights held by the banks. This has a bearing on how the 
banking system is set up. Bank share holding means a 
system like that used in Germany and Japan, which 
permit banks to hold shares. Naturally, problems exist in 
banks holding shares, namely that unless the share- 
holding capital is separated from bank credit capital, the 
quality of bank assets may be adversely affected. There- 
fore, when banks are permitted to hold shares, banks 
must keep operating capital, credit capital, and share- 
holding capital separate. 


3. Moving ahead with commercialization of the special- 
ized banks 


First, better understanding of markets is needed. For 
China’s specialized banks, orienting toward the market 
is a favorable opportunity for speeding up system 
reform, improving operating mechanisms, and devel- 
oping further. Even more, it is a challenge. Therefore, the 
first task confronting us is further emancipation of 
thinking, firmly inculcating new ideas that are consistent 
with a market economy. The first such idea is the 
commercial bank concept: the second is the maximiza- 
tion of profit concept; the third is the competition 
concept; the fourth is the risk concept; and the fifth is the 
quality concept. 


Second, a clear line must be drawn between bank busi- 
ness done for policy reasons and for business reasons, 
and problems remaining in past banking business done 
for policy reasons must be solved. The definition of 
business done for policy reasons and business done for 
business reasons must be based, first, on national indus- 
trial policy. Money used for the building of key projects 
toward which national industrial policy tilts, investment 
in intermediate and long-range projects, agricultural and 
sideline product procurement reserve funds, and some 
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foreign trade commodity purchase funds may be desig- 
nated policy business. Second is a division based on 
interest rates. All bank loans made at less than the 
People’s Bank prescribed funding interest ate, loans 
made for government-directed investment, and loans 
made at a discount to the treasury (including both the 
central government treasury and local government trea- 
suries) may be designated policy business. Third are 
loans made under direction of governments at all levels 
for things such as stability and solidarity, loans to turn 
around losses and increase profits, and loans to assist the 
needy and to provide disaster relief; these should all also 
be termed policy business. Loans used for projects that 
local administrative officials run, or for other projects, 
should not be included as policy business. Old accounts 
remaining from business done for policy reason place a 
heavy burden on the specialized banks. These remaining 
old accounts made for policy reasons (including overdue 
loans, nonperforming loans, bad loans, and enterprise 
start-up funds) should be dealt with on a case-by-case 
basis. Specifically: 1) For enterprises that sustained 
serious losses, never reversed their losses, and either 
went out of business or went bankrupt, and that are no 
longer solvent, government treasuries at each level 
should verify theri status and write them off. Local 
treasuries should verify and write off loans of enterprises 
belonging to the local government. 2) Enterprises that 
merged into other enterprises and converted into 
another enterprise should repay their loans gradually if 
they are able to repay them, or they may offset them 
through reappraisal of the stock and assets of the original 
enterprise. 3) For enterprises that are unable to continue 
normal production and business activities, and are also 
unable to repay bank indebtedness, the indebtedness 
may be handled by bank purchases of enterprise shares 
to the value of the indebtedness or treating it as a bank 
investment. 4) Some enterprises may sell stocks or bonds 
to society at large and use the proceeds to defray part of 
the indebtedness. 5) Some enterprises may sell part of 
their equity, repaying bank indebtedness out of the 
receipts. 


Third, the specialized banks must gradually make their 
own operating decisions. The full authority for special- 
ized bank to make their own operating decisions 
includes two interrelated aspects: First, as independent 
corporate persons the specialized banks must have full 
authority to make their own overall operating decisions. 
Second, the central banking system must allow grass- 
roots banks operating autonomy. The overall full oper- 
ating authority of the specialized banks must include 
primarily the following: First is control over the total 
amount of credit. The central bank must change from the 
present system of limiting specialized bank credit to 
controlling the assets-liabilities ratio. The central bank 
must set the amount of currency issued on the basis of 
monetary and credit policy and on the speed of develop- 
ment of the national economy and changes in price 
levels. Taking into account society’s total ammount of 
direct financing, it must set the tote! amount of credit 
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nationwide, and it must predict the amount of increase 
in sources of money of the nation’s banks. It must use 
this as the basis for setting the deposit-loan ratio. On the 
basis of their sources of credit funds, and in accordance 
with the principle of deciding the amount of credit on 
the basis of the amount of deposits, and adjusting 
expenditures as income permits, all banks may issue 
credit only to the extent that deposits permit. 


Second, in choosing how funds will be invested, the 
separation of specialized bank policy and commicrcial 
loans should form the basis for permitting specialized 
banks to make their own choices about how commercial 
credit will be invested so long as national industrial 
poticy is carried out. The main criteria for selection is 
whether the lending business meets requirements for 
developing national industrial policy with special atten- 
tion given to the market demand for the products of the 
lending business and actual ability to repay loans. Spe- 
cialized bank commercial credit must emphasize support 
to those industries that meet national industrial policy 
development requirements and that are really able to 
repay their bank loans. 


Third, in deciding who may receive credit, specialized 
banks must decide whether to lend, how much to lend, 
and when to lend on the basis of a pre-loan investigation 
Or project appraisal. They must use investigation and 
verification of market demand for the lender's product 
and investigation and verification of a project's likely 
economic returns to select the best risks. 


Finally, specialized banks must be permitted to make 
full use of the economic level role of interest rates so long 
as they abide by national standard interest rates, and 
vary interest rates up or down as the tightness of money, 
supply and demand for money, money-raising costs, and 
an enterprise's credit requires. Within the specialized 
bank system itself, the present system of specialized bank 
“tri-level control and single level administration” must 
be changed to give grass-roots level banks decision- 
making authority. Control authority must be delegated 
on the principle of providing a level of control that 
corresponds to the need to develop business with 
changes in the internal control system and delegation of 
control authority serving as the means to enable grass- 
roots level banks «o make their own decisions about the 
use of funds, the issue of credit, adjusting interest rates, 
financial distribution, cadre administration, the setting 
up of offices, and distribution of income. 


Fourth is moving ahead with assets risk control. First, 
assets and liabilities control must be improved and the 
present regulatory control system changed to full asset- 
liability ratio control. However, because of the current 
money shortage and uneven distribution of funds in 
China, the scale of credit of provincial-level banks may 
be reviewed each year with a mid-year review forming 
the basis for controlling the issuance of credit at a 
percentage of total bank savings deposits, capital, and 
accumulations and the amount of loans made by the end 
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of the year not exceeding the scale of credit. For banks 
below the provincial level in which funds can seek their 
own balance, consideration should be given to institu- 
tion of full asset-liability ratio control. Second is opti- 
mizing the composition of assets for greater diversifica- 
tion of assets. Existing loans should be completely 
inventoried for a redefining of the loan framework, and 
mortgage and security guarantee procedures should be 
put into effect and augmented. Third is improvement of 
the bad debt reserve funds system and reform of with- 
holding procedures, namely withholding reserve funds 
on the basis of asset nsk, thereby keeping replenishment 
of reserve funds in line with bad debt losses. Fourth is 
use of the provisions of the Basel Agreement regarding 
commercial bank asset risk control as a standard for 
verifying the merit, business, and creditworthiness of 
assets of loan recipients, the credit rating of enterprises 
set on the basis of the nine-level, three-grade A, B, C 
system. An assets quality monitoring and verification 
standards system should also be set up, as well as a early 
risk warning and control system in order to lower assets 
risks. 


4. Change of government functions 


A. Change of conception. Government must change its 
conception of banks as government appendages and 
cashiers, and that “giving money means support for 
production and not giving money means no support for 
production.” It must inculcate the concept that the 
specialized banks are business enterprises, juridical per- 
sons in the economy, and independent and autonomous 
exchangers of commodity production. They must take 
the initiative in supporting banks in making their own 
decisions, remove the heavy burden of non-enterprise 
functions with which they saddle the specialized banks, 
and stop requiring specialized banks to assume respon- 
sibility for matters that are properly the function of the 
fiscal and civil administration authorities. 


b&b. Government must pay close attention to the establish- 
ment and perfection of laws and regulations to regulate 
economic and financial conduct to protect bank deci- 
sion-Making authority, to protect equal competition, and 
to create an associated harmonious social climate that 
safeguards the finance and banking market order. 


C. Establishment of a macroeconomic regulation and 
control system in which indirect regulation and control 
is paramount. Government (through the People’s Bank) 
should use guidance plans, interest rates, exchange rates, 
reserve fund rates, rediscount rates, open market opera- 
tions, and other such economic means, as well as neces- 
sary laws and administrative regulations for macroeco- 
nomic financial regulation and control throughout 
society, and not interfere in bank business. 


D. Government should keep separate its twin roles as 
both manager of the society and the economy, and owner 
of state assets. The method for maintaining separation is 
separation of ultimate ownership of state-owned assets 
and juridical person ownership Ultimate ownership 
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should be vested in the whole people and juridical 
ownership should be vested in banks, and a bank man- 
ager responsibility system under leadership of a board of 
directors instituted. Banks should use their possession of 
juridical person ownership as a basis for making their 
own business decisions with government serving as a 
shareholder assuming limited responsibility. State- 
owned bank assets should be under control of the Peo- 
ple’s Bank State-Owned Assets Control Department. As 
the government shareholder representative, the State- 
Owned Assets Control Department may designate the 
People’s Bank responsible for establishing a bank board 
of directors, and mandate the board of directors to 
manage bank business with the state not interfering 
excessively. The board of directors would be responsible 
for protecting and increasing the value of state-owned 
assets and for important operating decisions. Acting 
under authority of the board of directors, the bank 
manager would be responsible for making business deci- 
sions and for meeting all business goals. No longer would 
the commercial banks be responsible for government 
macroeconomic regulation and control functions. Taxes 
and profits would be kept separate with a portion of 
profits turned over to state-owned assets control units 
and taxes paid into the treasury. 


Foreign Trade & Investment 


Sees <caae Pasteny Cuneny SaaS 
s 


HK1702090095 Beijing CHINA DAILY in English 17 
Feb 95 p 3 


[By He Jun: “Music Ends for Makers Of Fraud CDs”] 


{[FBIS Transcribed Text] A company in South China's 
Guangdong Province was shut down for producing 
pirated compact disks, the State Copyright Bureau says. 


Longyi Audio and Video Co produced more than 40,000 
pirated CDs of more than 20 kinds by collecting works of 
others since it was established in 1993. 


It also sold more than 50,000 other pirated CDs, sources 
said. 


The case was uncovered by the State Council Inspection 
Group on Copyright Law Implementation, jointly orga- 
nized by the State Copyright Bureau and State Admin- 
istration of Press and Publications. 


The group inspected CD production lines and cultural 
markets in Guangdong and Jiangsu provinces from Jan- 
vary I1 to 21 this year. 


Other copyright violators found during the investigation 
also will face severe punishment soon, bureau sources 
said. 


Local governments across the country launched another 
national campaign against pirated CDs and laser disks 
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during Spring Festival period. This was in response to a 
joint circular issued by five central government depart- 
ments on January !3. 


Statistics from 23 provinces, municipalities and auton- 
omous regions show more than 357,400 pirated audio 
and video products, including 75,000 CDs, were confis- 
cated during the 10-day period. 


Volume of Foreign Trade Increases 


HK1702070395 Beijing CHINA DAILY in English 17 
Feb 95 p 5 


{China Daily News—Imports and Exports Keep Rising} 


[FBIS Transcribed Text] China's foreign trade hit $15.69 
billion in January with exports and imports accounting 
for $9.19 billion and $6.5 billion respectively, according 
to the Chinese Customs. 


Customs said yesterday that starting this year, the dead- 
line for foreign trade statistics changed from the pre- 
vious 25th to the last day of every month, therefore no 
comparative basis exists for this January's figures with 
lest year. 


It added that this change was made in a bid to reflect 
China's foreign trade more accurately. 


Among the total exports last month, general trade and 
processing trade were $4.48 billion and $4.55 billion 

ively, while imports for the two sectors were 
$1.66 billion and $3.35 billion. 


Either exports or imports of barter trade was $70 mil- 
lion. 

Some foreign-funded enterprises imported $940 million 
worth of equipment as investment to China. 


And bonded warehouses imported $290 million worth of 
commodities last month. 


Exports for all overseas-invested firms in the period 
reached $2.8 million, while imports were $3.33 billion. 


State-run companies made up the biggest share in 
China's total exports last month hitting $6.25 billion, 
while its imports stood at $2.94 billion. 


The bulk of China's exports were machinery and clec- 
tronic products, garments and textiles. Export value for 
these commodities were $2.7 billion, $1.44 billion and 
$830 million, respectively. 


Jan Foreign Trade Totals Over US$15.6 Billion 


HK1702013295 Beijing ZHONGGUO XINWEN SHE 
in English 1341 GMT 16 Feb 95 


[FBIS Transcribed Text] Beijing, February 16 (CNS)}— 
Statistics released by the Customs showed that China 
registered US$ 15.69 billion worth of foreign trade last 
January, of which export made up US$ 9.19 billion and 
import USS 6.5 billion. 
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Among the export items, mechanical and electrical prod- 
ucts were valued at US$ 3.7 billion, textiles at US$ 830 
million, clothing at US$ 1.44 billion, shoes at US$ 520 
million, plastic products at US$ 370 million and toys at 
US$ 220 million. As for import items vehicles and 
chassis component was put at US$ 800 million, textile 
machinery at US$ 130 million and machine tool for 
metal processing at US$ 120 million while import of 
crude oil was put at 360,000 tonnes, finished product oil 
at 400,000 tonnes, steel material at 880,000 tonnes, 
edible vegetable oi! at 200,000 tonnes and chemical 
fertilizer at 730,000 tonnes. 


Starting this year the Customs will set the deadline for 
the last day rather than the original 25th day of each 
month on which monthly statistics will be based for 
calculation for the entire month, an attempt to accu- 
rately show the actual situation of foreign trade. Statis- 
tics released for lasi month is therefore not comparable 
with that registered in the same period last year. 


Guangdong Fvaluates Foreign Investment 


OW '1702043695 Beying XINHUA in English 0413 
GMT 17 Feb 95 


[FBIS Transcribed Text] Guangzhou, February | 7 (XIN- 
HUA}—South China's Guangdong Province has made 
progress in its policies for improving the evaluation of 
foreign investment. 


The inspection of import and export commodities 
helped to recover losses of about 47 million U.S. dollars 
for the province in 1994, according to official statistics. 


Guangdong did appraisals on 1,104 overseas assets last 
year, 17 times the number for 1993, the official sources 
revealed and found that foreign investors had valued 
property at 205 million U.S. dollars, while appraisers put 
their value at 158 million U.S. dollars. 


In a joint venture in Panyu in south Guangdong, the 
foreign investor imported, as investment, an assembly 
line to produce fruit chips, priced at 4.12 million U.S. 
dollars. However, the inspection team found that it was 
worth no more than 1.3 million U.S. dollars. 


In recent years, the expansion of reforms and the growth 
of the third industry have introduced more joint ven- 
tures to Guangdong. which approved more than 10,000 
in 1994. Some overseas investors placed higher prices on 
the equipment they were declaring as investment. 


Provincial inspection departments made an effort to 
broadcast the regulations and rules governing appraisal 
of foreign investment, and to conduct frequent cooper- 
ation with governments at each level, departments of 
financial affairs, committees on trade, and associations 
of registered accountants. 


They also set up 30 asset-evaluating organizations, 
trained 120 personnel in this field, and developed rela- 
tions with factories, distributors, commodity inspection 
agencies, ratings firms, and notary firms, in that way 
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developing a network for exchanging information within 
the province and with other parts of China. 


The Guangdong Administration for the Inspection of 
Import and Export Commodities provided thousands of 
pieces of such information last year. 


Seven citics in the province, including Zhuhai and 
Zhongshan, both in the south, have published local 
regulations which stipulate that all joint ventures must 
show asse’ appraisal credentials when the industrial and 
comme*cial administrations rate their properties or cap- 
ital. 


The commodity inspection departments in Guangdong 
follow the letter of the law and adhere to the principle of 
fairness when evaluating foreign investment and assets. 


As an example, a foreign entrepreneur in Guangzhou 
claimed a 525,000-HK-dollar equipment investment, 
but the inspection departments rated it at 637,000 Hong 
Kong dollars, saving the investor 112,000 HK dollars. 


The departments also helped a joint venture in Guang- 
zhou gain loans of one million U.S. dollars by rating the 
imported equipment and issuing a certificate allowing 
the rated assets to be used as a mortgage on a loan. 


Awareness of the necessity of commodity inspection has 
been heightened in Guangdong following the growth of 
the market economy. More local firms have asked for 
appraisals voluntarily and fewer foreign firms quote 
exaggerated prices for their investment. 


In 1993, foreign investors priced assets at about 30 
percent higher than their real value, but in 1994, the 


figure dropped to 23 percent. 


way Foreign-Funded Enterprise Established in 


1K1702070195 Beijing CHINA DAILY in English 17 
Feb 95 p S$ 


[By Ding Xuemei: “Hebei Gets Cement Company”) 


|FBIS Transcribed Text] Qinhuangdao Asano Cement 
Co Ltd, which will be one of the largest foreign-funded 
enterprises in North China's Hebei Province, announced 
its establishment yesterday. 


About 1.62 billion yuan ($193 million) will be injected 
into the Sino-Japanese company. Japanese partners will 
put up 70 per cent; the other 30 per cent is from the 
Chinese side. 


The company will use advanced technology and equip- 
ment to produce cement. 


Factories in Germany, Japan and France have been 
chosen to manufacture key equipment for the company’s 
production lines. 
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After completion of its production lines, the company is 
expected to produce !.38 million tons of high-grade and 
common silicate cement each year. 


About 980,000 tons or 7! per cent of its annual produc- 
tion volume will be exported to other countries and 
regions, earning $36.26 million. 


The company’s annual income from sales is expected to 
reach 430 million yuan ($51.19 million). Its annual 
average after-tax profits are expected to reach 173.05 
million yuan ($20.6 million). 


Under the contract, the return term for investment in the 
project needs about eight to nine years and the project's 
co-operation will last 43 years. 


Chinese and Japanese sides are required to invest in 
renminbi and US dollars respectively. 


Nihon Cement Co Ltd and Marubeni Corp are the 
Japanese partners whose investment is 58 per cent and 
12 per cent of the total respectively. 


Nihon Cement Co Lid is a leading company in Japan 
with a history of more than 100 years. 


Besides producing cement and other building materials, 
the company also makes electronics, fine ceramics and 


high-tech products. 


Three firms from Hebei Province will be the Chinese 
side and share 30 per cent of the total investment. 


Of this, 16 per cent is from Hebei Construction Invest- 
ment Co, 8 per cent from Qinhuangdao Funing Cement 
Development Corp and 6 per cent from Qinhuangdao 
Port Office under the Ministry of Communications. 


Steel Ball Venture With Japan Launched 


OW'!502073895 Beijing XINHUA in English 0706 
GMT 15 Feb 95 


[FBIS Transcribed Text] Hefei, February 15 (XIN- 
HUA)}—A Sino-Japanese venture for producing steel 
balls will be started in Maanshan City, in east China’s 
Anhui Province, according to an agreement signed 
recently. 


The project, expected to be put into operation in March, 
1996, is designed with an annual production capacity of 
30,000 tons of high and low chrome-content steel balls. It 
will be the largest wear-resistant material manufacturer 
in China. 


Total investment amounts to 9.2 million U.S. dollars, of 
which 40 percent will come from the Maanshan Wear- 
resistance Metal Casting Material Company, 50 percent 
from the Japanese Toyo Steel Ball Co. Ltd., and the rest 
from the Marubeni Co. Ltd. 
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Agriculture 


Tianjin Holds Agricultural, Rural Work Meeting 
SK 1602064695 Tianjin TIANJIN RIBAO in Chinese 22 
Jan 95 pl 


[FBIS Translated Text] The municipal government held 
a meeting of leading cadres of agricuiture-related depart- 
ments on the afternoon of 21 January to summarize the 
1994 agricultural and rural work and to arrange the work 
for 1995. This year, the municipal government urged 
agriculture-related departments to conscientiously 
implement the guidelines of the third (enlarged) plenary 
session of the sixth municipal party committee: have a 
good understanding of the general task for the work of 
the entire municipality; and, motivated by reform and 
opening up, set still higher demands on the three major 
tasks of achieving a moderately prosperous life in three 
years, increasing the effective supplies of farm and 
sideline products, and increasing peasants’ income; 
extend efforts to organize and promote work while 
giving prominence to priorities; maintain steady, rapid, 
and healthy economic development; and raise various 
rural works to a new height. 


Mayor Zhang Lichang attended the meeting. He first 
fully affirmed Tianjin’s remarkable achievements in 
agricultural and rural work in 1994 and extended regards 
and gratitude to the large rumber of cadres of the 
agricuiture-related departments for their contributions 
to rural work. 


Zhang Lichang pointed out: Each and every person 
should make unique contributions at his own post in 
order to accelerate Tianjin’s development. All depart- 
ments and units should put pressure on themselves. put 
forward targets that require extra efforts to attain, and 
ensure the fulfillment of the targets. If everyone attempts 
to drift along, the talk of faster development of Tianjin 
will become merely empty talk. This is an important 
reason for Tianjin’s significant progress last year and 
also a key to its success in 1995. Districts, counties, 
townships, and villages should all set still higher 
demands on their work in line with Tianjin’s overall 
arrangements for accelerating development, determine 
the tasks and the standards as well as the strong measures 
to fulfill the tasks and reach the standards, and strive to 
promote Tianjin’s agriculture and rural economy to a 
new height in three years. 


Zhang Lichang emphasized: We should strengthen the 
position of agriculture as the foundation and adopt every 
means to stimulate peasants’ enthusiasm for farming. 
Reliance on scientific and technological advance is the 
fundamental way to develop suburban agriculture. We 
should be willing to devote more forces to this aspect, 
practice scientific farming and scientific management, 
apply science and technology to more areas, reduce 
production cost, and raise efficiency. In the overall 
development of agriculture and the rural econom:. we 
should strive to increase peasants’ income and continue 
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the good job in aiding the poor. Zhang Lichang called on 
all trades and professions of Tianjin to provide more 
support to agriculture in terms of science and tech- 
nology, trained personnel, material supplies, and invest- 
ment to make still greater contributions to Tianjin’s 
economy. 


Vice Mayor Zhu Liankang summarized the 1994 work 
and arranged this year’s agricultural and rural work. He 
said: In 1994, Tianjin achieved an overall increase in the 
major economic indicators of rural areas, and the eco- 
nomic strength of all the suburban counties was 
enhanced. Four districts, five counties, three seaside 
districts, and various agriculture-related bureaus were 
expected to generate 22.7 billion yuan in GNP, a 17- 
percent increase over the preceding year in terms of 
comparable standards, which would be five percentage 
points higher than the target assigned by the munici- 
pality, four percentage points higher than the municipal 
average. and the largest annual increase since the imple- 
mentation of the Eighth Five-Year Plan. The industrial 
and agricultural output value was expected at 73.8 
billion yuan, up 20.7 percent from the preceding year. 
Peasants’ per capita net income in suburban counties 
was expected at 1.876 yuan, up 17.7 percent from the 
preceding year. which would be the largest annual 
increase since the initiation of reforms and opening up. 
The per capita net income of the 175 poverty-stricken 
villages in Tianjin reached 916 yuan. A good harvest was 
reaped in agriculture despite the catastrophic disasters, 
the “vegetable basket” project proceeded steadily, town- 
ship enterprises developed faster while attaching impor- 
tance to efficiency, the targets for foreign economic 
relations and trade assigned by the municipal govern- 
ment were fulfilled, construction of small cities and 
towns started, the construction of moderately pros- 
perous villages made important headway, a new situa- 
tion was created in the building of grass-roots party 
organizations, and the rural comprehensive management 
of public security was further strengthened. 


Zhu Liankang said in his speech: According to the 
principle of taking the overall situation into consider- 
ation, achieving unity between higher and lower levels, 
and giving prominence to work priorities, we should 
particularly do a good job in the following six aspects of 
rura! development. First, we should put agriculture in a 
particularly important position, rely on scientific and 
technological advance, increase investment, increase the 
effective supplies of farm produce, and increase peas- 
ants’ income. We should stabilize and increase grain and 
cotton production, pay particular attention to the next 
phase of the vegetable basket project, and rely on scien- 
tific and technological advance to substantially improve 
the output, quality, and efficiency of grain, cotton, and 
major nonstaple foods. We should raise funds from 
various channels to increase agricultural input. Second, 
focusing on the second pioneering program, we should 
put more efforts into improving the quality and effi- 
crency of economic growth, and achieve sustained, rapid, 
and healthy development in the secondary and tertiary 
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industries. We should comprehensiv jy overfulfill the 
“Eighth Five-Year project to reach a new height,” 
increase investment, improve investment returns, 
enliven the use of the existing assets, do a good job in 
enterprise management, and regard the development of 
the tertiary industry as an important economic growth 
point. Third, we should achieve success in the reform of 
the land use system and township enterprise property 
rights system to deepen rural reform. This year. we 
should make substantial progress in the management 
scale of grain fields and actively and steadily promote 
the reform of the township enterprise property mghts 
system focusing on the cooperative shareholding system. 
Fourth, we should clearly understand the situation and 
the work priorities and achieve new breakthroughs in the 
development of the export-oriented economy. We 
should strengthen leadership to promote foreign invest- 
ment, accelerate the construction of small development 
zones, and, at the same time. increase exports to earn 
more foreign exchange. Fifth, we should expedite the 
construction of county seats and small cities and towns 
to promote coordinated development in rural economy 
and social undertakings. Sixth, starting with the con- 
struction of moderately prosperous villages, we should 
promote the two civilizations and improve grass-roots 
organizations when developing rural work. 


Zhu Liankang emphasized: In comprehensively fulfilling 
all the tasks for rural work for this year set by the 
municipal party committee and government, the key lies 
in strengthening leadership and paying close attention to 
implementation. Leaders at all levels of agriculture- 
related departments should take initiative in imple- 
menting the party’s basic line, enhance the awareness in 
pioneering the way forward, maintain the mind-set of 
working hard to make progress, strive to improve lead- 
ership ability and level, and conscientiously carry out all 
work successfully. In particular, they should increase 
efforts in evaluation to achieve success in the inspection 
and implementation of work targets; increase efforis in 
promoting work to achieve success in the organization 
and implementation of key work; increase efforts in 
overall planning and adhere to the principle of attending 
to and succeeding in two tasks simultaneously; and 
increase efforts in improving leading bodies to provide a 
powerful organizational guarantee for rural reform and 
development. All the people should work with one heart 
and one mind, pay close attention to implementation of 
work, promote Tianjin’s agriculture, rural economy, and 
various undertakings to a new height, make new contri- 
butions to Tianjin’s stability and development. 


Zhang Guanwen, secretary general of the municipal 
government, chaired the meeting. Attending were Zhang 
Yuhuan, vice chairman of the municipal people's con- 
gress standing committee, Lu Huansheng, vice chairman 
of the municipal committee of the Chinese people's 
Political Consultative Conference, Wang Liji, veteran 
comrade; responsible comrades of agriculture-related 
departments at and above the town or township level; 
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responsible comrades of relevant municipal depart- 
ments. and responsible comrades of some central units 
stationed in Tianjin; totaling more than !,000 persons. 


*Official Discusses Heilongjiang Livestock 
Industry 

9SCE00624A Harbin HEILONGJIANG RIBAO in 
Chinese 5 OCT 94, p 6 


[Article by Shen Enxuan (3088 1869 5503) and Shi Hong 
(2457 5725): “Accelerate the Integration of Trade 
Industry Animal Husbandry—An Interview With 
Deputy Provincial Animal Husbandry Bureau Chief 
Zhang Xiuzhi"} 


[FBIS Translated Text] Interviewing the Policymaker 


Promoting the integration of trade, industry, and animal 
husbandry on a provincial scale was an important policy 
decision that Heilongjiang Province came out with in 
1991. In the past few years, the Heilongjiang Animal 
Husbandry Department has made development of the 
integration of trade, industry, and animal husbandry a 
breakthrough for the developmert of the animal hus- 
bandry industry. Persisting in market orientation and by 
using effective mechanisms to link profits, they have 
promoted integrated production. processing, and sales 
operations, thereby changing the traditional mode of 
economic thinking and manner of acting. 


Recently these reporters interviewed Zhang Xiuzhi 
(1728 4423 $347), deputy provincial animal husbandry 
bureau chief. She explained to us some of the specific 
ways that Heilongjiang Province is accelerating the inte- 
gration of trade, industry, and agriculture. 


1. Establish a Sound Service System To Promote the 
Integration of Trade, Industry, and Animal Husbandry 


The service system is the link which unites the trade, 
industry, and animal husbandry sectors. Throughout the 
province a vertically linked service system has been 
formed with county (municipal) livestock veterinary 
centers as support, township (town) comprehensive live- 
stock service stations as links, and village service offices 
as the foundation. Service organizations at every level 
persist in serving trade, industry, and animal husbandry, 
setting up entities, and activating functions to use sta- 
tions to take care of households, science and technology 
contracts, and serial services. With the unifying coordi- 
nation of the government, we integrate leading enter- 
prises with comprehensive township and town service 
Stations to form a nearly complete service network. 
Yanshou County selected its improved variety market as 
the leading serial production enterprise for chicken and 
provided chicken-raising households with “one joint, 
two guarantees, three provides” service by the service 
system, closely linking the leading enterprise and 
chicken-rarsing households. One joint is joint manage- 
ment of enterprises and large households with a thou- 
sand chickens or more. The two guarantees are guaran- 
teeing high-grade chickens full price feed and 
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guaranteeing the purchase price for chicken of jointly 
managed chicken-raising households. The three provides 
are providing technology, vaccinations and various types 
of additives, and means of transportation. All contracted 
chickens raised the purchase price 10 percent, truly 
forming a close economic entity with shared risks and all 
sharing in the profits. In the first half of this year, 
throughout the county there were 650,000 chickens 
removed from inventory. 


Il. Stress Management of Scale and Regional 
Promotion To Lay Foundation For Development of 
Integrated Trade, Industry, and Animal Husbandry 


In recent years, the whole province has stressed the 
fostering of development of regional production by com- 
paratively well off livestock breeding households as the 
basis for the integration of trade, industry, and animal 
husbandry. One by one localities have formulated pref- 
erential policies to induce agricultural households 
actively to develop the appropriate scale of household 
breeding without leaving the land. thus very efficiently 
using land, labor force, and grain products to increase 
the level of specialization and rate of commercialization 
through self-development and developing a foundation 
for the integration cf trade, industry, and animal hus- 
bandry. Throughout the province there are 289,000 
specialized livestock and fowl breeding households. Of 
those 99,000 are raise hogs, 57.000 raise cattle. 48.000 
raise milk cows, 21,000 are sheep-raising households, 
and 55,000 raise fowl. There are 3,282 breeders markets 
and 3,377 rural livestock farms. 


Ill. Rely on Scientific and Technical s to 
Increase Productivity and Increase From Each 
Sector of Integration 


Modern animal husbandry is inseparable from science 
and technology. In recent years, Heilongjiang has all 
along persisted in the guiding thought of promoting 
animal husbandry with science and technology, vigor- 
ously popularizing advanced applied technology; 
actively adjusting the mix of livestock, fowl, and prod- 
ucts; striving to develop superior products, intensely 
processed products, foreign exchange earning products, 
and products in high demand; and greatly increasing the 
production level of the animal husbandry industry. By 
using “good varieties, heated pigpens, mixed feeds, 
unprocessed dry mixes, good epidemic prevention, and 
half year inventory” live hog rapid fattening technology, 
the fattening time was cut in half, the ratio of meat to 
feed declined by 25 percent, and the daily weight gain 
reached 1.2 jin. The chicken feeding cycle was shortened 
from 56 days to about 50 days; the ratio of meat to feed 
was |:2.2-2.3, and the profit on each chicken was two to 
three yuan. Annual egg production of laying hens 
reached 230 or more, and each hen achieved a profit of 
10-20 yuan; milk cow unit production was increased by 
0.3-0.5 tons, and beef cattle daily weight gain was 1.5 
kilograms, fattening took only two to three months and a 
profit of 200-300 yuan per head was possible. 


This report may contain copyrighted material. Copying and dissemination 
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IV. Get a Good Grasp of the Stages of Circulation To 
Seanese Seagate 5 Crass, Saeaey, ens Sama 


Whether or not the stages of circulation go smoothly 
directly affects the success of the trade, industry, and 
animal husbandry production line. Heilongjiang Prov- 
ince conforms with using circulation to guarantee devel- 
opment and production to guarantee circulation. Orga- 
nizing all forces to actively open up markets, several 
cities and counties have established country markets and 
special wholesale markets. Throughout the province 
there are 744 livestock and fowl trading markets of 
various types and 78 wholesale markets. Some institu- 
tions that have the means also actively engage in animal 
product business. For example, the Anda City integrated 
beef production line has an external trade organization 
for sales outside the city and a livestock bureau and a 
livestock, industry, and commerce company engaged in 
internal sales, and has established a beef trading market 
and a wholesale meat market. 


At the same time, Deputy Chief Zhang mentioned that 
there also are some problems in integrating trade, 
industry, and animal husbandry. The first is that some 
leading enterprises only emphasize department profits 
and do not concede much profit to agricultural house- 
holds, and there is even embezzlement, and opposition 
of the masses is rather strong. The second is that the links 
in several production lines are not closely joined, and 
they lack effective economic restraints. The third is that 
with regard to certain varieties, they still have not 
formed an economic group. It does not matter who says 
it, if one sector has a problem the entire process is totally 
disjointed. 

In this regard, she suggested that we should further 
improve the understanding of the imporiance of inte- 
grating trade, industry, and animal husba:\dry. 


In accordance with the provincial party cc mmittee and 
government's strategic plan of “struggling iwrduously for 
ten years to develop the animal husbandry industry into 
the mainstay industry in the rural economy, thoroughly 
resolve probiems in the coordination of animal product 
production and markets, and improve the economic 
benefits from animal husbandry production, we must 
take the path of trade, industry, and animal husbandry 
integration. The integration of trade, industry, and 
animal husbandry can overcome the disjointedness of 
the urban and the rural, of industry and animal hus- 
bandry, of production and circulation, and of depart- 
ments, and can tie the whole situation together. Unified 
planning with due consideration for all concerned is 
helpful to optimizing the combination of productive 
factors and realizing the optimum mutual benefit 
between city and countryside and among animal hus- 
bandry, industry, and trade. It will help promote inten- 
sive, specialized, modern, commercial livestock produc- 
tion and the development of operations at the 
appropriate scale. Because of the direct linkage of pro- 
duction and sales and the reduction of intermediate 
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sectors, we can save a large amount of fiscal expense and 
use a small amount of funds to provide a large amount of 
products. 

Second, we should improve leading enterprise develop- 
ment and put forth a great effort to develop animal 
product processing industries. 

The development of leading enterprises is a core issue for 
the integration of trade, industry, and animal husbandry. 
It should be directed at the domestic and foreign markets 
and the newly arising and restructured animal product 
processing enterprises in a planned way to make them 
competitive and to use them as leading enterprises to 
lead agricultural households in developing the animal 
husbandry industry. Governments at every level also 
should formulate preferential policies to help raise funds 
to ensure the healthy development of leading enterprises. 


Third, we should perfect the vertical structure of the 
profit mechanisms of the integration of trade, industry, 
and animal husbandry. 


Integrated trade, industry, and animal husbandry eco- 
nomic Organizations should enhance their internal in- 
depth connections and should gradually develop from 
joint production and sales, joint service, joint profits, 
and joint contracts in the direction of joint assets, so that 
at every stage thy can truly form a unified entity with 
shared profits and common risks. The best method is to 
establish industrial groups. This manner of reckoning 
overall benefits enlivens the entire industry. 


Drought Threatens Winter Wheat Farms in North 


HK1702073695 Beijing CHINA DAILY in English 17 
Feb 95 p! 


{By Liang Chao: “Wheat Under Threat As Dro ught Hits 
Home} 


[FBIS Transcribed Text] A widespread drought is threat- 
ening winter wheat farms across ten provinces in North 
China, the government said yesterday. 


“The ongoing drought will affect more areas— 
particularly the northern provinces which are China's 
major winter wheat producers—if no rains are forth- 
coming in the next week,” the State Anti-Drought Office 
warned. 


Winter wheat has grown faster than normal during the 
current dry spell in Hebei, Shaanxi, Henan, Shandong, 
Liaoning, Jilin and Heilongjiang, as well as in the Inner 
Mongolia Autonomous Region. 


Since January, temperatures have hovered between 2 
and 6 degrees Celsius in most parts of North China— 
several degrees higher than normal. 


The persistently warm temperatures have caused rapid 
evaporation of sub-soil moistures which are badly 
needed by winter wheat beginning to turn green. 


This report may contain copyrighted material. Copying and dissemination 
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Experts are worried that the dissipation of subsoil mois- 
tures might worsen in the coming weeks if the drought 
continues. 


China's grain output dropped dramatically last year as a 
result of summer floods and droughts that struck about 
half of (he country’s cropland. 

Senior guvernment officials in charge of agriculture and 
water co 1servation expect this year's total precipitation 
to be bel ow average, while in parts of the south there will 
be mors rain than the previous years. 


Locai authorities are aware of the drought and its con- 
sequences, and many provincial governments have 
already taken action to counteract the persistent dry 
weather, the Ministry of Water Resources says. 


Technology Increases Shanghai's Agricultural 
Output 


OW 1602115695 Beijing XINHUA in English 0925 
GMT 16 Feb 95 


[FBIS Transcribed Text] Shanghai, February 16 (XIN- 
HUA)—At least 42 percent of the annual added agricul- 
tural output in Shanghai, the leading industrial and 
commercial center in China, comes from progress made 
in agricultural technology, experts from the Shanghai 
Municipal Agnculture Bureau assert. 


In recent years, the city’s Academy of Agricultural Sci- 
ences, and Agriculture Institute, together with several 
other academic institutions, have been active in pro- 
moting the use of updated agricultural scientific tech- 
niques among peasants on the outskirts of the city. 


Statistics show that over the past ten years there have 
been over 1,000 new agricultural techniques applied to 
farms on the outskirts of the city. 


Now, there are more than 20 firms specializing in farm 
businesses around Shanghai, such as the Huangshen 
Chicken Farm and a cattle-breeding center. 


Meanwhile, various training courses in scientific agricul- 
tural techniques are being offered, and every year some 
50,000 peasants receive training. 


Ten model zones have been set up in different counties 
to demonstrate the latest agricultural techniques. 


Guangdong To Increase Grain Production 


HK1702074095 Beijing CHINA DAILY in English 17 
Feb 95 p 3 


[By Li Zhuoyan: “Guangdong Targets Extra Grain Pro- 
duction” 


[FBIS Transcribed Text] Guangzhou—South China's 
Guangdong Province is targeted to increase its grain 
production this year by a larger margin. 


It aims to increase its total grain yield from last year's 
16.6 billion kilograms to 17.5 billion kilograms this year. 
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To reach the goal, it will increase its total grain-growing 
area from last year’s 49.6 million mu (3.3! million 
hectares) to 50 million mu (3.33 million hectares). 


Grain-grow:ng will take prionty over all other sectors— 
economic crops farming, construction and other projects 
in the province's land distnbution plan. 


In the next three years, the province will build 50 
commercial grain production bases. 

Putting deserted land back into use is another effort. The 
land has been deserted either by farmers who are dis- 
couraged by low profits from grain-growing and change 
to other trades or by land developers waiting in vain for 
funds to start their development projects. 


The province also decided to set up a grain production 
fund to subsidize grain farming beginning this year. 


Governments at different levels will put 100 million 
yuan ($11.8 million) into the fund every year. 


The fund will help raise grain purchasing prices and keep 
down prices of agricultural production materials such as 
chemical fertilizers and pesticides. 

Besides the fund, local governments are considering 
using part of the profits from industry and tertiary trade 
to assist grain production. 

Zhongshan, one of the richest regions in Guangdong, is 
using 10 per cent of its real estate profit to subsidize 
grain farming. 

In recent years, grain production in Guangdong has 
become very unprofitable. 


A 1993 survey showed production cost per 50 xilograms 
of grain that year exceeded 47 yuan ($5.5). But the selling 
price was only about 50 yuan ($5.9) for the same 
amount. 


Many farmers shifted to growing other crops such as 
sugar cane and vegetables which could be several times 
more profitable than grain production. Some simply 
deserted their land and went to non- agricultural trades. 


Over-heated land and real estate development also is 
eating up farm land. 


There were more than 300 development zones in the 
provinces by last August. 


These zones occupied some 850,000 mu (56,700 hect- 
ares) of land. 


A great part of the land lay idle because of lack of 
development fund. 


The result is rapid decline in farming area and total grain 
yield in the past several years. 


This report may contain copyrighted material. Copying and dissemination 
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es SERRE Semees See SS 


HK1702013495 Beying ZHONGGUO XINWEN SHE 
in English 1445 GMT 16 Feb 95 


{[FBIS Transcribed Text] Haikou, February 16 (CNS)}— 
Another new record was achieved in grain production by 
Hainan Province last year though the province had 
suffered from natural calamities. 

According to the statistics of Hainan Statistical Bureau, 
the province saw the grain sowing area reaching 8.2413 
million mu last year with total yield of 2.465 million 
tonnes, an increase of 10.000 tonnes over 1992 and a rise 
of 46,600 tonnes or 2.33 percent more than that of 1993. 


The province was attacked by drought in the spring and 
summer and frequent storms in the autumn last year and 
therefore sowing grain area was reduced by 11,300 mu 
compared with 1993, nevertheless, bumper harvest of 
grain was still acquired by the province. It ts mainly 
because infrastructural construction in the province 
including comprehensive agricultural exploitation, 
played an important role in resisting natural disaster. 
Next, new technology were universally popularized and 
improved varieties were also cultivated by the province. 


— Reperts Grain Output, Farmer Income for 
9SCEO272E Taiyuan SHANXI RIBAO in Chinese 8 
Jan 9S pl 


[FBIS Summary] In 1994 gross output of grain in Shanxi 
Province was 8.9 billion kilograms, for 1995 Shanxi has 
set a grain output goal of 10 billion kilograms. In 1994 
farmer income was 845 yuan, for 1995 the goal is raise 
income to 1000 yuan. This year the wheat area will 
decline by 1,100,000 mu from 1994, and wheat will 
aceount for one-third of grain output. 


*Sichuan, Yunnan Set Crop Targets for 1995 


Sichuan Crop Targets 
9SCE0272F Chengdu SICHUAN JINGJI RIBAO in 
Chinese 4 Feb 95 p I 


[FBIS Summary] In 1995 Sichuan Province has set the 
following agricultural output goals: gross output of 
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cotton 2 million dan; and gross output of oil crops 1.6 
billion kilograms, of which gross output of rapeseeds 
1.25 billion kilograms. 

Yunnan Grain Target 
95CE0272G Chongqing XINAN JINGJ! RIBAO in 
Chinese 7 Feb 95 p 1 
[FBIS Summary] In 1995 gross output of grain in 
Yunnan Province will exceed 11.5 billion kilograms and 
gross output of meat will be 1,150,000 tons. 


Zhengzhou Grain Futures Prices 

HK 1602135495 Beijing CE! Database in English 16 
Feb 95 

[FBIS Transcribed Text] Zhengzhou (CEIS)—Prices of 
grain futures quoted on the Chit.a Zhengzhou commod- 
ities exchange on February 15, 1995: 


Unt yuan/contract (10 tons), Zhengzhou delivery 


Wheat Prev. High Loe | Settle | \--me 
Mar 16160 | 16380 | 16380 | 16380 40 
May 14800 14800 

July 14000 14000 

Sep 12700 12700 —_ 
Nov 13860 13860 

Jan 18000 18000 

Maize 

Mar 14980 | 15380 | 14820 | 15280 120 
May 14780 14780 

July 15400 15400 

Sep 14580 14580 

Nov 14200 14200 

Jan 14000 14000 

Soybean 

Mar 22000 22000 

May 21980 21980 

July 20000 20000 —_ 
Sep 20000 20000 

Nov 22000 22000 

Jan 23000 23300 


This report may contain copyrighted material. Copying and dissemination 
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Jiangsu Capital To Follow Shanghai's Lead 
OW'1702022895 Beijing XINHUA in English 0213 
GMT !7 Feb 95 


{FBIS Transcribed Text] Shanghai, February !7 (XIN- 
HU A}—Nanjing. capital of east China's Jiangsu Prov- 
ince, will speed up reforms and opening-up in 1995 to 
match the developmeni im the Pudong New Area in 
Shanghai, according to a senior official of the city. 

“Nanjing is the largest city in the neighbourhood of 


Chang Jiang River area,” Zhong Yuhui, vice-mayor of 
As Shanghai focuses on developing its service sector, 
Nanjing can accommodate manufacturing, which can be 
shifted from Shanghai, putting into practical use various 
research achievements of the metropolis, and attracting 
overseas tourists who visit Shanghai, he said. 
“Shanghai is a big trading port with abundant entrepre- 
neurs, and can help Nanjing form a market network, 
including the financial and securities markets, and the 
two should make a joint effort to build an expressway,” 
he added. 

Nanjing will bring its policies on financial affairs, trade, 
industry, and management in line with those of 
Shanghai, and direct foreign funds mainly to technology- 
intense large and medium-sized projects and mainstay 
industnes, infrastructure, urban construction, and agri- 


The city i. now creating a better investment environ- 
ment, speeding up building of a new airport, and 
drawing up plans for a subway. 


Nanjing has witnessed brisk foreign trade in the past few 
years, with 552 million U.S. dollars being done in foreign 
trade in 1994, a rise of 51.4 percent, and 948 joint 
ventures being approved with contracts for investment 
of 107.7 million U.S. dollars. 


By the end of 1994, 3,456 of the foreign-funded projects 
had been set up with investment contracts amounting to 
3.45 billion U.S. dollars in Nanjing. 


Shanghai's Leaders Attend Municipal Meeting 
OW 1702041295 Shanghai People's Radio Network in 
Mandarin 2300 GMT 15 Feb 95 


[From the “990 Morning News” program] 


|FBIS Translated Text] The Third Session of the Eighth 
Shanghai Municipal Chinese People's Political Consul- 
tative Conference [CPPCC] solemnly opened on the 
afternoon of 15 February at the central hall of the 
Shanghai Exhibition Center. 


HK1702071795 Guangzhou Guangdong Peopic 
Network in Mandarin 1030 GMT 11 Feb 95 


[FBIS Editorial Report} The following is a summary of 
the “Today's Hotline” program, a listener call-in show 
carned daily on Guangzhou Guangdong People’s Radio 
in Mandarin at 1035-1200 GMT. 

1. 1037 GMT—The program opened with a Taiwan pop 
song “One Night in Beijing” and a brief introduction by 
program host Liang Yan. Stating that the regular call-in 
format would be suspended to read letters on the air. the 
program host invites listeners to send letters on any topic 
of common concern and provides the network's address: 
The “Today's Hotline” Program, News Channel (xin 
wen tai), Guangdong People’s Radio Network, No. 686 
People’s Road North, Guangzhou City. 


2. 1043 GMT-—The program host first reads a listener's 
letter complaining about the constant increase in tuition 
fees and the apportionment of expenses in rural schools. 
The letter states that if two members of a family attend 
school, they have to pay a fee equivalent to two pigs. As 
a result, children of many poor families have to discon- 
tinue their studies after graduation from primary school. 
There are 100 such cases in the writer's village. Students 
also have to pay additional charges, such as a fee for 
Project Hope. The writer urges departments concerned 
to attach importance to this situation. The writer also 
states that pornographic videotapes can be bought 
almost everywhere, and prostitution and gambling are 
common in rural areas. 


3. 1049 GMT—Song. 


[This report may contain copyrighted material. Copying and dissemination 
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4. 1053 GMT—A Hunan worker subcontracting for a 
construction project in Shunde City, Guangdong, wrote 
to the program host to complain about indifference 
among patty and government organizations toward 
workers who are denied their pay after finishing con- 
tracts. After seven days of fruitless efforts to claim his 
pay, the laborer still could not ect his pay. He asked the 
program host to forward his case to the provincial labor 
department for setilement. 


5. 1059 GMT—Song. 
6. 1100 GMT—Brief newscast. 
7. 1108 GMT—Commercial break. 


8. 1112 GMT—A Mr. Wang from Shenzhen wrote about 
the bad impression Guangzhou left on him following a 
visit to the city. On 21 October last year two men, one in 
his twenties and other in his forties, robbed him of his 
wristwatch and money while he was using a public toilet; 
no one in the crowded public toilet would lend a helping 
hand. He urged Guangzhou public security organs to 
launch a campaign to improve social order and protect 
people's lives and property. On 28 May last year, he saw 
illegal ticket sellers beating people with sticks who were 
waiting in line at railway ticket counters and refused to 
buy the thugs’ tickets. Security personnel on the spot 
took no action and acted as if nothing had happened. Mr. 
Wang was frustrated at the collusion between security 
personnel and illegal ticket sellers. He urged the Guang- 
thou Railway Station to computerize ticket sales. 


9. 1116 GMT—Song. 


10. 1119 GMT—A Mr. Wu, a worker from Hunan taking 
the National Lawyer Correspondence Course, wrote to 
the program hosi to express sympathy for a worker who 
had suffered a disabling injury on the job and whose case 
the station had previously publicized. He urged the 
disabled worker i» ase the law as a weapon to protect his 
legitimate rights and interests and urged the employer 
and employee to abide by their contracts. 


11. 1121 GMT—Song. 
12. 1130 GMT—Brief newscast. 
13. 1134 GMT—Commercial break. 


14. 1140 GMT—A listener from Meizhou wrote to the 
program host to describe the situation of his father, an 
old miner, asking why miners who work under the 
hardest and most dangerous conditions cannot receive 
what they deserve. A miner for the Meixian Mining 
Bureau for more than 20 years. his father was laid off 
when the mine declared bankruptcy in 1992. At that 
time, he was four years short of retirement age and given 
just 70 percent of his wage (around 100 yuan) and asked 
to stay at home waiting for a job. He received none of the 
revent pay increases authorized by the government. The 
writer asked the program host to urge relevant depart- 
ments and leaders to show concern for miners working 
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under difficult conditions and to solve the probiem of 
the wide discrepancy in living conditions between 
muners and cadres. 

15. 1146 GMT—Song. 


16. 1149 GMT—A worker from outside Guangzhou 
wrote to complain about bad management of mini-buses. 
The worker spent 150 yuan on two journeys totaling 400 
kilometers in two days from Dongguan to Guangzhou. 
17. 1153 GMT—Song. 

18. 1200 GMT—Brief newscast. 


gees gs Se Seige Tae Se 


OW 1702072495 Beijing XINHUA in English 0703 
GMT 17 Feb 95 


[FBIS Transcribed Text] Guangzhou, February ! 7 (XIN- 
HUA)—The authorities in this capital of south China's 
Guangdong Province have announced a target of a 15 
percent increase in its gross domestic product (GDP) this 
year. 

The city will also zim for an increase of 18 percent in its 
total industrial output value, a 15 percent increase in the 
total output value for export commodities and a 20 
percent increase in the amount of overseas investment. 


In the past year the city made great progress in the 
reform and opening-up drive, and economic construc- 
tion. It fulfilled the quotas set in the Eighth Five-Year 
Plan (1991-1995) in the aspects of GDP, per capita 
GNP, and industrial and agricultural incremental value 
two years ahead of schedule. 


The city has witnessed an economic growth rate of 20 
percent for three years running, and it is now placed 
third among the ten major Chinese cities as far as 
comprehensive economic strength is concerned. 

The city government has decided to adopt new measures 
to fulfill the goals set for 1995. 


First of all, it will continue to adjust and optimize the 
industrial structure, product mix and economic layout, 
and improve the quality and efficiency of economic 
growth. 

While trying hard to attract and use more overseas 
investment, the city will accelerate the pace of building 
itself into a regional center of finance. 

In the meantime, it will also speed up the construction of 
basic facilities in transportation, energy and telecommu- 
nications in urban areas. 

*Party Official Views Shenzhen's Past, Future 
9SCE0220A Shantou SHANTOU TEQU BAO in 
Chinese 5 Dec 94 p 2 


[Article by Lin Zuji (2651 4371 1015), Shenzhen Munic- 
ipal Party deputy secretary: “Discussing Several Ques- 
tions of Public Concern Regarding the hoashen SEZ”; 
“excerpt” from speech at National Party Conference on 
Educational Work] 


is prohibited without permission of the copyright owners. 
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[FBIS Translated Text}I. Status and Role of Shenzhen 
Special Economic Zone [SEZ] 


1) The role of “experimental site” for system reform. 
Shenzhen began to reform early on. so its market is at a 
more mature stage of development than that of the 
interior. The problems challenging Shenzhen today will 
sooner or later also challenge the interior. Therefore, 
when it comes to constructing a socialism market 
economy system, Shenzhen could proceed a bit faster 
than the interior, supplying experience for the entire 
nation. So there is no denying its role as an experimental 
site. 


2) The role of a “window” for opening to the outside. 
Shenzhen’s location at the most forward position of 
reform and opening, added to geological and human 
factors, makes it very convenient for it to obtain infor- 
mation, which makes its role as a “window” more direct 
and convincing. Through the Shenzhen “window”, the 
rest of the country can acquire timely information for 
use on such matters as foreign capital, technology, man- 
agement, the market, etc. A great number of overseas 
investors, including overseas Chinese, can also learn via 
Shenzhen of the changes in China’s reform and opening 
policies. With development of the market economy and 
expansion of foreign-oriented exchanges, this ““window” 
role is becoming increasingly important. 


3) Its role of driving and radiating into the interior of 
China. Shenzhen has now developed into a modernized 
city of a certain scale, with considerable economic 
capacity. Shenzhen’s role of driving and radiating to the 
inland economy is becoming increasingly apparent; with 
further opening of the Shenzhen market, it will play an 
even greater role in this respect. Just in the past year, 
Shenzhen enterprises invested over 4 billion yuan in the 
Chinese interior, this has been called the “Shenzhen 
capital phenomenon” by those inland. The infusion of 
Shenzhen capital has been an important factor in driving 
and developing local economies and has been followed 
with close attention. 


4) Its role in promoting Hong Kong’s prosperity and 
stability. Hong Kong capital makes up over 70 percent of 
Shenzhen’s overseas capital investment, and this plays 
an important role in developing Shenzhen, as well as 
closely connecting Shenzhen and Hong Kong economi- 
cally. While Shenzhen’s rise also promotes Hong Kong's 
prosperity, what is more important is it increases the 
confidence that Hong Kong people have in the nation. 
Now, as Hong Kong’s return to the motherland has 
entered the time countdown process, with only 900 days 
left, Shenzhen can take any of several approaches in its 
dealings with Hong Kong, namely: Take advantage of 
Hong Kong to go international; take Hong Kong as a 
reference to comply with other practices (chiefly inter- 
national practices); associate with Hong Kong to radiate 
to the interior of China; connect with Hong Kong for 
mutual benefit, distinguish itself from Hong Kong by 
pursuing “one country, two systems.” 


FBIS-CHI-95-033 
17 February 1995 


From now on, the standpoint of SEZ work must shift 
from the past heavy dependence on favorable policics 
and flexible measures to depending chiefly on hard 
preparation, creativity, increased new superiorities, and 
improvement in overall quality. However, since it is an 
SEZ, we should keep it “special” in certain characteris- 
tics. We believe that the policies currently granted to the 
Shenzhen SEZ should be permitied to continue in oper- 
ation if they are proven to be helpful to developing the 
forces of production without having any negative impact 
an the nation; those which were legislated by the Peo- 
ple’s Congress before the law was changed should be 
allowed to be preserved in Shenzhen. 


Il. The Developmental Relationship Between Shenzhen 
and the Interior of China 


Since the SEZ was built, various departments of the 
central government and inland provinces and cities have 
invested over 5 billion yuan in Shenzhen, iii addition to 
providing great support in the way of labor forces and 
materials, etc. But it is not accurate to say the Shenzhen 
was built with money from central finance. At the 
beginning of the SEZ construction, the central govern- 
ment stated clearly that it would supply only policies and 
not money. By the end of 1993, the city had a total of 
62.475 billion yuan in its infrastructure. This included 
self collected capital of 8.676 billion yuan, which was 
45.88 percent of the total; $6.927 biilion in foreign 
capital, or 17.87 percent; domestic loans of 14.402 
billion yuan, or 23.05 percent; state direct investment of 
40.3 million yuan, which was 0.64 percent; and 7.841 
billion yuan in other investment, or 12.56 percent. So the 
majority of Shenzhen’s construction and development 
came from self-collected and foreign capital and bank 
loans. However, if it were not for the special central 
government policies then there would have been no 
sources for collecting the huge capital input in Shen- 
zhen’s construction. 


“The nation supports the SEZ and the SEZ serves the 
nation”. In recent years, Shenzhen has done work in the 
following several aspects: First, payments to the central 
government and province have been growing annuaily. 
From the establishment of Shenzhen to today, the SEZ 
has turned in an accumulation of nearly 4.8 billion yuan 
to the central government. This year, our objective is to 
turn in 1.3 billion yuan. Second, connections have been 
made with and support provided to poor areas. As early 
as 1989, Shenzhen set up cooperative funds, with- 
drawing 2 percent of finances each year for a cooperative 
fund to use in aiding economic development in poor 
areas, and by the end of 1993, the poverty support fund 
had reached 33.575 million yuan. Added to this was 450 
million yuan in various kinds of capital, over 6 million 
yuan in donated funds, and 80 million yuan which had 
been accumulated. Third, Shenzhen has established over 
6,000 joint-venture enterprises with the interior. Shen- 
zhen imported and acted as agent for importing to the 
interior over $1 billion in technological equipment, and 
transferred over 250 items of advanced technology, 
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techniques, formulas, etc. Fourth, Shenzhen enterprises 
have invested in the interior, financing exploration of 
inland resources and development of the inland 
economy. So far. Shenzhen’s enterprises have invested 
over 10 billion yuan. Fifth, Shenzhen has provided 
employment for the inland labor force. So far, Shenzhen 
has an outside labor force of over 2 million, and every 
year they send as much as 6 billion yuan from labor 
income back to the inland. 


Ill. On Building a Spirit of Civilization and Societal 
Public Security and Cleaning Up the “Seven Poisons” 
We have repeatedly stressed that Shenzhen is a socialist 
SEZ, and not only should the economy go up, but so 
should the social atmosphere and the spirit of civiliza- 
tion. We absolutely cannot develop material prosperity 
by sacrificing spiritual civilization. In these years, we 
have adopted many practical measures to stress the 
establishment of a new atmosphere, breed a new gener- 
ation “having the four qualities”, form a modem popu- 
lation with a new cuiture, and improve the overall 
quality of SEZ peopie. Meanwhile, we have also consci- 
entiously carried out the principle of ““working with two 
hands, with both hands forceful”. paying great attention 
to combined treatment of socia! public security work. 


Generally speaking, Shenzhen’s social public security 
work is good. However, we admit that in some places 
and in some respects, the public security situation 1s 
serious. The main reasons for this are insufficient 
attacking forces and prevention work. Meanwhile, some 
objective reasons do exist. First of all, as Shenzhen’s 
economy has developed rapidly. many criminals have 
regarded it as a place to get rich quick, so they take risks 
in crime; second, a large. complex flowing population 
has brought major difficulties to the SEZ’s city manage- 
ment and public security work: third, the special geo- 
graphical location has brought outside underground 
society and criminal groups involved in illegal activities. 


This winter and next spring, Shenzhen will comprehen- 
sively regulate social public security work in its city and 
countryside, initiating a large-scale battle to wipe out 
crime. The entire Party will mobilize, and all the people 
will participate. The main force will go the way of 
attacking crime, and a sophisticated force will break 
criminal cases. Various police forces will cooperate, with 
a major attack on such criminal activities as murder, 
robbery, theft, and rape, attacking groups with under- 
world characteristics, following criminal groups from 
outside areas and various gangster organizations, com- 
pletely carrying out every step of comprehensive treat- 
ment of public security. We are striving to build a stable 
environment for SEZ development. Therefore, Shen- 
zhen actua!ly is not a source of “pornography, gambling, 
and drugs” as some people say. 


Hubei Committee Accepts Chairman’s Resignation 


HK1702114095 Wuhan Hubei People’s Radio Network 
in Mandarin 1000 GMT 13 Feb 98 


[FBIS Translated Text] This afternoon, the | 2th meeting 
of the standing committee of the Chinese People’s Polit- 
ical Consultative Conference's [CPPCC] seventh provin- 
cial committee passed a decision on accepting Comrade 


REGIONAL AFFAIRS 65 


Hui Liangyu’s resignation as chairman of the Seventh 
Hubei Provincial CPPCC Committee, and submitted it 
to the third congress of the seventh provincial CPPCC 
committee for approval. 


Owing to a change in his appointment, Comrade Hui 
Liangyu asked to resign as chairman of the seventh 
provincial CPPCC committee. After consultation and 
discussion according to the CPPCC constitution, the 
seventhth provincial CPPCC committee standing com- 
mittee decided to accept Comrade Hui Liangyu’s resig- 
nation as chairman of the seventhth provincial CPPCC 
committee. 


Hunan’s Capital City Steps Up Water-Control 


OW’'1702043795 Beijing XINHUA in English 0416 
GMT 17 Feb 95 


[FBIS Transcribed Text] Changsha, February 17 (XIN- 
HUA)}—This capital city of central China’s Hunan Prov- 
ince has been exerting great efforts to construct water- 
control facilities after suffering various natural disasters 
last year. 


In the period of last winter and this spring, some 17 
million yuan was raised for the program, seven million 
yuan more than in the same period a year ago. 


The efforts resulted in building or repairing 18,000 ha of 
irrigated areas, and moving more than 43 million cu m of 
earth to complete 53,359 projects. 


The city was hit by severe floods last >ummer. Repair of 
damaged facilities started in October last year. 


Southwest Region 


Sichuan Secretary Speaks at Propaganda Forum 


H1K1602142995 Chengdu SICHUAN RIBAO in Chinese 
12 Feb 95 p 1 


[Report by staff reporter Huang Kexian (7806 0344 
0341): “At Forum With Delegates to the Provincial 
Meeting of Propaganda Department Heads, Xie Shijie 
Stresses That We Must Uphold Five Steadfast Stands, 
and Strengthen Propaganda and Ideological Work"’] 


[FBIS Translated Text] “The provincial wide propa- 
ganda and ideological work, which is very fruitful, has 
provided a strong ideological guarantee and a fine atmo- 
sphere of public opinion for Sichuan’s reform and 
opening up and its modernization drive, and has con- 
tributed to the promotion of reform, development, and 
stability. On behalf of the provincial party committee, I 
extend my heartfelt thanks to you, and through you, to 
all the comrades on the provincewide propaganda and 
ideological front!” 


Yesterday afternoon (11 February), when provincial 
party Secretary Xie Shijie made these remarks at a forum 
with delegates to the provincial meeting of propaganda 
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department heads, held in Shuangliu, comrades present 
at the meeting responded with warm applause. 


The forum was presided over by Xi Yifang, member of 
the provincial party committee standing committee and 
head of the provincial party committee's propaganda 
department. Qin Yuqin, deputy secretary of the provin- 
cial party committee, and Vice Governor Xu Shiqun 
attended the meeting. 


As pointed out by Xie Shijie, the important speech by 
General Secretary Jiang at the national meeting of pro- 
paganda department heads fully affirmed the work on 
the propaganda and ideological front, and embodied the 
great importance which the Central Committee has 
attached to propaganda and ideological work, as well as 
the trust that had been placed in this contingent. The 
general secretary's speech shows great foresight, and has 
profound significance and a very strong political and 
ideological nature, which plays a very important guiding 
role over our work. We must study it earnestly, grasp it 
well, and implement it resolutely. Speaking in light of 
Sichuan’s actual conditions, Xie Shite made important 
remarks on implementing the guidelines laid by the 
national meeting of propaganda department heads and 
in General Secretary Jiang’s speech, and he stressed the 
need to uphold “five steadfast stands”: 


1. We must steadfastly uphold the principle of “doing 
two types of work simultaneously, while attaching equal 
importance to both.” As repeatedly stressed by Comrade 
Xiaoping, we should insist on doing two types of work 
simultaneously, while attaching equal importance to 
both. Only when material progress, and cultural and 
ideological progress have been improved can we have 
socialism with Chinese characteristics. To judge a 
leading cadre’s official success, we must assess not only 
his capability of and achievements in bringing about 
material progress, but also his capability of and achieve- 
ments in bringing about cultural and ideological 
progress. Party committees must give full play to the 
party's political superiority in propaganda and ideolog- 
ical work, and must strive to provide a strong ideological 
guarantee and a fine atmosphere of public opimion for 
Sichuan’s reform and construction. From the 14th party 
congress on, and particularly since last vear’s national 
and provincial meetings on propaganda and ideological 
work, the provincewide propaganda and ideological 
work has been strengthened, and overall, the work is 
positive, healthy, and progressive, and the situation is 
good, which should be fully affirmed. However, we alsc 
must be soberly aware of the complexity we face under 
the new situation. As far as ideological understanding is 
concerned, that of some cadres is still one-sided and 
confused, to a certain extent, and some weak links still 
exist in actual work which require much attention. 
Departments responsible for propaganda and ideological 
work, as well as other relevant departments, must coor- 
dinate with each other and take forceful measures to 
change this situation. In particular, party committees at 
all levels should have a very strong sense of politics, of 
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the overall situation, and of responsibility, and should 
genuinely implement all kinds of work according to the 
principle of “doing two types of work simultaneously, 
while attaching equal importance to both.” 


2. We must steadfastly submit ourselves to and serve the 
overall situation in the work of the entire party. The 
overall situation in the work of the entire party and 
country—as advocated by the Central Committee in 
“seizing opportunities, deepening reform, opening up 
wider, promoting development, and preserving stabil- 
ity” —1is the scientific summarization of our party's his- 
torical experience in leading reform and opening up, and 
in leading the modernization drive. This must not only 
be emphasized at present, but ts also a guiding principle 
that must be upheld for a long time. Comrades on the 
propaganda and ideological front should give in- depth 
publicity to this aspect. and should constantly sum up 
experience in this regard. It is necessary to earnestly 
propagate the measures taken and the results achieved 
by the Central Committee and by the provincial party 
committee in deepening reform, opening up wider, 
intensifying and improving macroeconomic regulation 
and control, curbing inflation, heightening the founda- 
tion status of agriculture. deepening state-owned enter- 
prise reform, improving overall economic qua ity and 
benefit. and strengthening party building. 


3. We must steadfastly bring into effect “one guide and 
four tasks.” At the 1994 national meeting on propaganda 
and ideological work, General Secretary Jiang stressed 
the need to imsist on taking Comrade Deng Xiaoping’s 
theory of building socialism with Chinese characteristics 
as the fundamental guide. and to set down the four basic 
tasks of propaganda and ideological work in the new 
period: It must “arm people with scientific theories, 
guide people with correct public opinion, mold people 
with a lofty spirit, and inspire people with excellent 
works.”’ As far as the propaganda and ideological work in 
Sichuan 1s concerned. we must further accomplish and 
upgrade our work. We must keep studying, discussing, 
and propagating well Comrade Deng Xiaoping’s theory 
of building socialism with Chinese characteristics; 
devote efforts to deepening it; and bring into effect the 
task of arming the whole party with this theory. We must 
continue grasping well the guidance for public opinion, 
and must manage to have a correct direction, a clear-cut 
aim, and a smooth grasp of the work so as to serve, 
reform and opening up, as well as the modernization 
drive, in a better way. We must further enhance educa- 
tion in patriotism, collectivism, and socialism, and must 
give more publicity to the spirit of arduous struggle and 
self-reliance. We must adhere to the “two-for™ [er wei 
0059 3634] direction and the principle of “letting a 
hundred flowers bloom and a hundred schools of 
thought contend”, and must pay attention to prosperity 
on the one hand, but also to administration on the other. 
We also must vigorously and effectively conduct propa- 
ganda toward the outside world. 


4. We must steadfastly build up a contingent of propa- 
ganda and ideological workers who “are politically 
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strong, are proficient in their work, and have a fine work 
style.” General Secretary Jiang earnestly wishes us to 
train a group of theorists who fully master the theory of 
building socialism with Chinese characteristics, who are 
well-versed in both Chinese and Western studies, and 
who integrate theury with practice; a group of noted 
journalists, editors, and anchormen who stick to the 
correct direction, who profoundly reflect the thick of life, 

and who are popular among the masses; a group of 
publishers who are familiar with principles and policies, 
who have a strong sense of responsibility, and who are 
proficient in their business knowledge; and a group of 
writers and artists who keep abreast of the times, who 
have deep love for the motherland and the people, and 
who possess an exquisite standard of art. These “four 
groups” cover the theoretical, press, publishing, and art 
circles of our ~~ a and ideological front, and 
embody the demand for those who are politically strong, 
are proficient in their work, and have a fine work style. 

Propaganda, ideological, and cultural departments at all 
levels in Sichuan must conscientiously implement the 
“trans-century talent-training project,” plan elaborately, 
bring measures into effect, pay close attention to the 
training of outstanding qualified personnel, and make 
due contributions to the building of socialist culture in 
our country. 


5. Party committees must handle propaganda and ideo- 
logical work steadfastly and firmly. Propaganda and 
ideological work has always been an extremely impor- 
tant component of party work, which is where lies our 
party's political superiority. Party committees at all 
levels must attach greater importance to work in the 
ideological sphere, and must streagthen their leadership 
over propaganda and ideologicul work. Party commit- 
tees must attach importance and give play to the func- 
tions of propaganda departments, and when making 
arrangements for work, must set demands and tasks on 
them; pay attention to strengthening the organizational 
building of propaganda departments’ leading groups, 
and the building of their work style; and continue to help 
propaganda departments solve concrete problems in 
work, l further bring cultural and economic policies 
into effect. 


Others also took the floor at the forum, including Teng 
Jiuming, deputy secretary of the er a city party 
committee; Wei Bailiang, member of the Chengdu city 
party committee standing committee and head of the 
city party committee’s organization department; Li 
Jirong, deputy secretary of the Leshan city party com- 
mittee; Peng Xuemei, member of the Yaan Prefecture 
party committee and head of the prefectural party com- 
mittee’s organization department; and Cao Peijun, 
deputy director of the Sichuan Radio and Television 
— and head of the Sichuan Television Net- 
work. 


Social Situation Attracts Overseas Tibetans 


OW 1602153395 Beijing XINHUA in English 1453 
GMT 16 Feb 95 

[FBIS Transcribed Text] Lhasa, February 16 (XIN- 
HUA)—Tibetans who returned from abroad are pre- 
paring for the New Year according to the Tibetan 
calendar, which falls on March 2. 
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A group of returning Tibetans and the relatives of those 
who still live abroad were invited to the government hall 
to celebrate the arrival of a peaceful and happy new year. 


Zhaxi Cering, who came back from the United States 
and settled in Tibet in 1964, said that China has been 
carrying out special policies for ethnic minorities, and 
Tibetans living abroad can come and go freely. 


The government is encouraging people to get affluence 
and improve their standard of living through honest 
work without violating laws or doing damage to national 
interests, he said. 


Others added that the government attaches great impor- 
tance to construction in Tibet as well as to the happiness 
of the Tibetan people. 


They point out that in 1994 China held the third 
conference on promoting development in Tibet and 
arranged 62 construction projects in the autonomous 
region which will encourage growth there. 


In recent years, more and more Tibetans have been 
coming back for travel and to call on their relatives and 
friends because of stable social situation and booming 
economy in Tibet. Statistics show that more than 1.000 
people returned in 1994. 


Posts, Telecommunications Improving in Tibet 


OW1702080595 Beijing XINHUA in English 0710 
GMT 17 Feb 95 


{[FBIS Transcribed Text] Lhasa, February 17 (XIN- 
HUA)—Conditions and services in posts and telecom- 
munications in southwest China’s Tibet Autonomous 
Region have been improving rapidly over the past four 
years. 


According to local officials, in the period the regional 
government invested 286 million yuan in fixed assets in 
the posts and telecommunications sector, and has con- 
centrated manpower and money on construction of 
long-distance telephone lines and other major projects. 


Local officials said that last year Tibet completed and 
put into operation 19 satellite ground stations and 
installed program-controlled telephone exchanges in 21 
counties. 


At present, Tibet has a total of 57 operational satellite 
ground stations and 51 program-controlled telephone 
exchanges, enabling telephone lines to cover all the 
region's counties. 


The autonomous region now has 27,100 telephone lines. 


The central government and the interior areas have been 
active in helping Tibet with many projects, including 
several large ones related to posts and telecommunica- 
tions, and have greatly promoted the overall develop- 
ment of the autonomous region, according to local 
officials. 
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Construction of the Lhasa Long-Distance Posts and 
Telecommunications Building, one of the 62 projects 
worked out by the central government to support the 
economic development of Tibet, for example, broke 
ground in September last year. and so far 11 million 
yuan has been spent on it. 


Work has started on an optical cable linking Lhasa and 
Xigaze. 


Commerce in Tibet Reportedly Diversifying 
OW 1702061298 Being XINHUA in English 0603 
GMT 17 Feb 95 


{[FBIS Transcribed Text] Lhasa, February !7 (XIN- 
HUA)}—A diversified commercial sector has emerged in 
the Tibet autonomous Region, with state, collective and 
private businesses all contributing to an increasingly 
booming market on the “roof of the world”. 


State-run commerce still remains as the mainstay for 
supplies of grain. edible oil, sugar, tea, fertilizer, pesti- 
cide and farm machinery. 


Tibet. unlike most other parts of the country, still 
practices a duel-track (planned and market) economy 
owing to its special conditions. 


However, the existing state-run 912 commercial busi- 
nesses and 725 grassroots supply and marketing co- 
operatives now have to face unprecedented fierce com- 
petition from the mushrooming collective and private 
sectors, thus having to redouble their efforts to sustain 
adequate supplies for increasingly choosy customers. 


Statistics show that in 1994 consumer retail sales in the 
autonomous region amounted to 2.25 billion yuan 
(about 264.7 million U.S. dollars), a 16.7 percent rise 
over the previous year, and the state sector accounted for 
570 million yuan, also a 16.7 percent increase. 


In 1994 the number of single-proprietorship industrial 
and commercial businesses reached 33,800, and collec- 
tively-owned commercial units came to 1,571. 


The region had also launched some 200 large-scale 
commercial and trade markets by the end of 1994, with 
turnover totalling 930 million yuan. 


Northeast Region 


Heilongjiang Reverses Verdict on Factory Director 


11K 16021001985 Beying RENMIN RIBAO in Chinese 
I] Feb 9S p2 


[By Li Yun (262! 5366): “Heilongjiang Provincial CPC 
Committee Reverses Wrong Verdict in a Clear-Cut 
Manner’ ] 


[FBIS Translated Text] The workers and staff members 
of Harbin’s Shiyitang Pharmaceutical Factory shook 
with various violent emotions over a period of 49 days. 
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On 6 December 1994, standing in the piercing cold and 
choking with sobs, they sent off their factory director, 
Liu Wei, who was mistakenly removed from office by the 
higher authorities. On 24 January, when the director was 
reinstated, they warmly welcomed him back with happy 
tears in their eyes, as if they were marking a festival. 


The director, who enjoys popular support in the factory, 
was sacked for his failure to accept the economic quota 
assigned by a higher-level company in the form of an 
executive fiat, but he later was reinstated by provincial 
party committee Secretary Yue Qifeng, who was bold 
enough to correct mistakes and protect entrepreneurs. 


Liu was appointed director of the “Shiyitang” Pharma- 
ceutical Factory in 1990. In 1994, the factory changed, 
growing from an enterprise on the verge of bankruptcy 
and hounded by creditors, to an outstanding one that 
owned 20 million-yuan worth of fixed assets and pro- 
duced a number of famous products, with annual profits 
and taxes amounting to 10 million yuan. In 1993, Liu 
was elected a provincial-level outstanding young entre- 
preneur, and also was elected a national-level out- 
standing young entrepreneur, among !00 others nation- 
wide. 

Why was Liu, an outstanding entrepreneur, suddenly 
fired? The story goes like this: On the afternoon of 29 
November 1994, the general manager of the Harbin 
Medicinal Matervals Company had a talk with Liu, 
requiring the factory to fulfill the quota of earning five 
million yuan in 1995, adding that the 900,000 yuan for 
overhaul and the unpaid six million yuan for goods 
already delivered could be treated as the profit for 1995. 
Liu found this unacceptable because the factory had 
decided to use the sum for expanding production in light 
of the popularity of the anti-inflammatory pills con- 
taining bezoar, the demand for which exceeded supplies. 


The controversy, however, angered the general manager. 
Later he came to the factory to call an emergency 
meeting to announce three charges against Liu behind 
his back: Being arrogant and complacent, looking down 
on everyone else; and contradicting his superiors. He 
said that this decision was to defend the dignity of the 
factory's leadership and that “whoever refuses to obey 
orders in the future also will be fired!” 


Following the event, about 100 well-known entrepre- 
neurs in Harbin wrote a joint letter to Yue Qifeng. and 
the Harbin Association of Industry and Commerce also 
reported its findings to the relevant department. The 
provincial party committee looked on this as a serious 
problem, and immediately conducted investigations. On 
28 December, Yue gave written instructions, saying: “It 
seems to me that this matter was not handled carefully, 
that is why it evoked such great repercussions. We 
should heed the workers and staff members’ voices, and 
take an all the more serious attitude toward this letter 
written by so many factory directors. In my view. we 
should help such a factory director correct his mistakes, 
if any, through the methods of education and criticism. 
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It was too rash an act to remove him from office. We 
shouid protect those who should be protected.” 


The Harbin urban government also was very much 
concerned about this event. The person in charge of the 
city party committee's organization department told Liu 
of the relevant leadership's view, and the person in 
charge of the Harbin Medical Group also fully affirmed 
Liu’s achievements. On 24 January, Liu went back to 
“Shiyitang,” to which he had devoted all his energies. 
Accordingly, the leader of the superior company who 
had made the wrong decision made a self-criticism. 


The workers and staff members of the pharmaceutical 
factory accorded a great welcome to their good leader by 
hoisting the factory flag, decorating the factory with 
colored streamers, and working enthusiastically. 


In late January, when JINGJI RIBAO carried a serial 
report on the event, Yue gave further instructions, 
calling for discussions to draw inferences about other 
cases from the incident. He said: Some of our enterprise 
leaders were not fond of talented people, treating them 
like dung and dirt, and arbitrarily punishing them. This 
is something difficult to understand. After pointing out 
the reasons for the event, Yue called on all departments 
concerned to analyze this negative experience and to 
hold discussions so as to learn by analogy, as required by 
deepening the enterprise reform, in order to identify 
problems in the operational mechanism and in the use of 
cadres. 


The general public said that the way the provincial party 
committee dealt with the matter suggests that 
Heilongjiang 1s full of promise! 


Protection of Entrepreneurs Urged 
11K 1602100295 Beijing RENMIN RIBAO in Chinese 
1] Feb 9S p2 


[Commentator’s article: “Protect Our Entrepreneurs”} 


{[FBIS Translated Text] The Heilongjiang Provincial 
CPC Committee was bold enough to reverse an incorrect 
verdict, and took a clear-cut stand in support of referm 
so that the case involving Liu Wei, who had been 
mistakenly removed from office, was handled fairly. The 
move not only served to protect an outstanding entre- 
preneur, but also to save the enterprise and defend 
reform. The Heilongjiang Provincial CPC Committee 
should be praised for its vision and action. 


A case such as Liu’s should not have happened, espe- 
cially now that reform and opening up have deepened to 
a new stage. How could a rare and talented factory 
director. who had operated the factory so resourcefully 
that it earned more than 10 million yuan not long after 
he was appointed, be given several labels and then fired, 
without being given a chance to argue, for not immedi- 
ately accepting the quota imposed by the superior? 
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Clearly, the practice of interfering with the enterprise in 
operating on its own is outdated and violates the “enter- 
prise law.” 

Successful entrepreneurs are high-quality, talented 
people; outstanding elements in the working class; pace- 
makers in creating the material and spiritual civiliza- 
tions; and valuable social assets under the market 
economy. At present we have very few, rather than many 
entrepreneurs, and the growth in their contingent still 
fails to meet the needs of the market economy, so they 
must enjoy respect and protection by our society. 

First of all, we must respect their right to make their own 
management decisions, and protect their enthusiasm for 
operating their enterprises on their own. This is the 
fundamental condition for entrepreneurs to display their 
talents, and also represents the best protection we can 
offer. In line with our decision to straighten out the 
relations between enterprise ownership and manage- 
ment, when the property rights and responsibilities are 
clearly defined, operators will be directly responsible for 
enterprise operations, entrepreneurs will become profes- 
sionals, and their rights to make management decisions 
should be protected all the more. This is an inexorable 
trend in conjunction with the development of the market 
economy. In the meantime, we should be concerned 
about the weal and woe of entrepreneurs, and try our 
best to reduce the social risk they are not due to take. 
Entrepreneurs also take time to grow to maturity, and 
inevitably will make mistakes in their work. The leaders 
must be at helping, guiding, and educating them, 
which in fact also means taking good care of them. They 
should be aware that protecting outstanding entrepre- 
neurs means protecting advanced productive forces. 


The “Liu Wei case” suggests that some leaders still judge 
cadres according to outdated concepts based on the 
planned economy, and appoint cadres according to the 
standards of non-productive forces and their personal 
tastes. We should pay attention to this, and maintain 
constant vigilance over it. When discussing why such a 
factory director as Liu Wei did not enjoy protection, but 
rather was treated unfairly, Yue Qifeng, secretary of the 
Heilongjiang Provincial CPC Committee, said: The case 
should have been handled in an entirely different way, 
and the undesirable occurrence should have been 
avoided if our cadres had worked in the interests of the 
party and the country. Therefore, leaders at all levels 
have a heavy responsibility for protecting entreprencurs. 
We hope the leadership in all localities will learn by 
analogy from the “Liu Wei case,” and will analyze their 
positive and negative experiences to raise their ideolog- 
ical level. They should locate the problems with the 
managerial and appointment mechanisms, and should 
advance enterprise reform so as to avoid an unexpected 
repetition of the “Liu Wei case.” 


Reportage on Liaoning Secretary's Activities 


Comments on Press, Propaganda Work 
SK 1702043395 Shenyang LIAONING RIBAO in 
Chinese 19 Jan 95 p I 
[By reporter Liu Zhiyun (0491 1807 0061): “The Prov- 


ince’s Top 10 Reporters, Excellent Journalists, and 
Advanced Press Work Collectives Are Commended” ] 
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[FBIS Translated Excerpt] On 18 January, a rally was 
ceremoniously held at Liaoning Youyi Guesthouse to 
commend the province's top 10 reporters who were 
awarded the Red Plum Cup, excellent journalists, and 
advanced press work collectives. Eighty reporters and 
editors and thirty advanced collectives gloriously won 
the province's highest awards for press circles. This was 
a grand event for press circles in the province. 


Over the past few years, the province's press front has 
conscientiously implemented the party's principle for 
propaganda and ideological work, has adhered to correct 
guidance, and played an important role in propagating 
Liaoning’s reform, the “second pioneering program,” 
and the socialist spirituai civilization under the new 
situation of developing the socialist market economy. 


[passage omitted] 


Gu Jinchi, secretary of the provincial parity committee, 
made an important speech at the rally. He said: It is of 
great significance to choose, through public appraisal, 
the top 10 reporters, excellent journalists, and advanced 
press work collectives of the province. This event will 
help press circles create more masterpieces and make 
more talents and will facilitate the building of the 
journalist contingent and the developric:t of press 
undertakings. Press circles should give wide publicity to 
their “stars,” carry forward the dedication spirit of these 
“stars,” and encourage even more journalists to create 
outstanding achievements at their own posts. 


Gu Jinchi said: Last year, the situation on the province's 
press front was good, the guidance by media was correct, 
the keynote of propaganda work was stable, and promi- 
nence was given to propaganda by positive measures and 
examples, thus providing a fine environment for the 
media. This has satisfied the provincial party committee, 
the provincial government, and the people in the prov- 
ince. He said: The new year has already begun, and the 
reform and development tasks in this new year are very 
heavy. Like all other trade of the province, the press 
front also faces a glorious but arduous task. He expressed 
the hope that all journalists in the province would 
acquire a clear understanding of the situation, reach 
unity in ideas, brace themselves up, and work hard to 
create a new situation in press and propaganda work. 
Then, he offered three opinions for the current press and 
propaganda work. 


First, efforts should be made to profoundly implement 
the guidelines of the national meeting on propaganda 
and ideological work and to gain the initiative in guiding 
public opinion. Propaganda departments of party com- 
mittees at all levels and all leading cadres of press units 
in the province must give proper guidance to public 
opinion with the spirit of being highly responsible for 
public opinion and should conduct profound research 
into, and gradually master the features and of media 
guidance and its laws under the new situation, on the 
basis of making a scientific analysis and forecast of the 
objective realities. They should strictly abide by the 
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party's discipline on propaganda work, stress on the art 
and quality of propaganda work, unfailingly grasp the 
“extent” of propaganda, and strive to maintain the 
continuity and stability of the keynote of propaganda. 
Leading cadres at all level, should enhance the con- 
sciousness of responsibility, perfect all systems con- 
cerning propaganda work, strictly ensure the quality of 
propaganda, and gradually systemize media guidance. 


Second, efforts should be made to build up a contingent 
of journalists who are strong in political awareness, 
competent in professional work, and correct in work 
style. The province's contingent of journalists is gener- 
ally stable and of good quality. The new situation of 
developing the socialist market economy has set an even 
higher demand on this contingent. To meet the demand 
of this new situation, the quality of this contingent needs 
further improvement. Press workers should strengthen 
the study of theories, make great efforts to gain profes- 
sional proficiency, go deep into the realities of life to 
conduct study, and improve their professional and moral 
accomplishment in order to safeguard the image of press 
workers. 


Third, efforts should be made to strengthen and improve 
party leadership over press and propaganda work. Now 
the province is precisely at a key period of reform and 
development. We cannot discount the support of the 
press and media in successfully handling Liaoning’s 
affairs. Party committees at all levels should list press 
and propaganda work as an item on their daily agenda, 
establish and perfect the systems related to press and 
propaganda work, regularly study and analyze the situa- 
tion of the press and propaganda work, and define the 
priorities of this work in a bid to orient the partys 
leadership over press and propaganda work towards 
systemization and standardization. Principle leaders of 
party committees at all levels should frequently go deep 
into press units and make friends with press workers in 
order to resolve all sorts of contradictions and problems 
emerging in press and propaganda work in a timely 
manner. The building of leading bodies of press units 
should be strengthened in actuality, and attention should 
be paid to training young cadres. 


Gu Jinchi called on all comrades on the province's press 
front to comprehensively implement the guidelines of 
the third and fourth plenary sessions of the 14th CPC 
Central Committee under the guidance of Comrade 
Deng Xiaoping’s theory of building socialism with Chi- 
nese characteristics and under the guidance of the party's 
basic line. He also caliec on these comrades to continu- 
ously grasp the general taxk of “seizing the opportunity. 
deepening reforin, expanding the scale of opening up, 
promoting development, and maintaining stability” and 
strive to make the press and propaganda work in 1995 
successful in order 1 make even greater contributions to 
developing the province's press undertakings and to 
promoting Liaoning’s reform, opening up, and economic 
construction. [passage omitted] 
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Addresses Entrepreneurs Forum 


SK 1602133495 Shenyang LIAONING RIBAO in 
Chinese 25 Jan 95 p 1 


[By reporters Zhang Wei (1728 5633) and Liu Jingkui 
(0491 2529 7608): “Provincial Party Committee and 
Government Hold Forum of Entrepreneurs” 


{[FBIS Translated Text] The provincial party committee 
and government held a forum of entrepreneurs on the 
morning of 24 January. Nearly 60 outstanding entrepre- 
neurs from all over the province gathered in Hebei's 
capital city, discussed reform with leaders of the provin- 
cial party committee and government, summarized the 
successful experiences, and looked ahead to the broad 
prospects for improving state-owned large and medium- 
sized enterprises in the new year. 


Present at the forum were provincial leaders Gu Jinchi, 
Wen Shizhen, Sun Qi, Wang Huaiyuan, Xu Wencai, and 
Guo Tingbiao as well as responsible comrades of rele- 
vant departments, committees, offices, and bureaus. Gu 
Jinchi and Wen Shizhen gave speeches. 


Wen Shizhen said: This forum. held when the Spring 
Festival is drawing near to summarize and exchange the 
experiences of state-owned large and medium-sized 
enterprises in deepening reform, changing the mecha- 
nism, accelerating restructuring, strengthening manage- 
ment, and opening up the market in the process of 
entering the market, has an important significance in 
thoroughly implementing the guidelines of the recent 
central and provincial economic work conferences, in 
further mobilizing the large number of staff members 
and workers to acquire a clear understanding of the 
situation, in raising the spirit, seizing the opportunity, 
overcoming difficulties, and facing up to challenges, in 
upgrading the quality and efficiency of Liaoning’s eco- 
nomic growth, and in ensuring sustained, rapid, and 
healthy economic development 'n the province. 


He said: The transition from the planned economy to the 
market economy 1s a profound social change and, to the 
State-owned enterprises, especially large and medium- 
sized ones, operated under the planned ecoiuiomy system 
for a long time, is a thorough transformation. All people, 
from higher levels to lower levels, lack a sufficient 
mental preparation for this. We have a large number of 
state-owned large and medium-sized enterprises, which 
are called national treasure and possess numerous 
advantages, but these enterprises fail to fully develop 
their advantages after entering the market. Following the 
gradual in-depth development of the state's economic 
reform, deep-rooted contradictions are increasingly 
exposed in the change from the old system to the new. 
Faced with unprecedented difficulties and challenges, a 
considerable number of state-owned enterprises, espe- 
cially large and medium-sized ones, cannot adapt them- 
selves to this situation. Conspicuous manifestations of 
this are the failure to adapt their ideas and concepts, 
operating mechanism, organizational structure, and 
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managerial methods to the development of the market 
economy, a decline in the quality and efficiency of 
economic operation, an increase in deficits, and the 
serious debt arrears; and the stagnant structural adjust- 
ment, low standing and few varieties of products, high 
prices, and poor competitive ability, which had led some 
enterprises to difficulty in operating normally. Such a 
situation has not only dampened the vigor of state- 
owned large and medium- sized enterprises as a whole, 
but it has also restricted the healthy economic develop- 
ment in the province. The crucial reason for this 
problem lies in the outdated ideas and concepts, stagnant 
transformation of the mechanism, sluggish structural 
adjustment, and a weak awareness in opening up the 
market. This shows that in the process of changing to the 
market economy system, the concepts and way of 
thinking of the major leading comrades of our economic 
management departments and some state-owned enter- 
prises are still fettered, at varying degrees, by the rules 
and regulations of the planned economy. 


Wen Shizhen emphasized in his speech: This year, the 
last year of the Eighth Five-Year Plan period, we should 
realize “one change and two breakthroughs” when 
improving state-owned large and medium-sized enter- 
prises. “One change” means to change the old idea of the 
planned economy and embrace the new idea of the 
market economy. When embracing the new idea of the 
market economy, we should break with the idea of 
waiting for, relying on, and asking for assistance; the idea 
of small-scale production; and the theory of external 
cause. This is the key. “Two breakthroughs” mean to 
achieve breakthroughs in the adjustment of the structure 
and transformation of the mechanism. 


Gu Jinchi, secretary of the provincial party committee, 
highly appraised the timely convocation of this forum in his 
summarizing speech. He said: The experiences of the entre- 
preneurs attending today’s forur are the common experi- 
ences of Liaoning’s successful state-owned large and 
medium-sized enterprises, and they are worthy to be learned 
from by the entire province. The letter of proposal issued by 
the 59 entrepreneurs attending this forum to the business 
circles of the entire province will help mobilize the entire 
province to win better results this year. 


Gu Jinchi introduced to the entrepreneurs the “large- 
scale discussion on entering the market economy” which 
would be organized by the provincial party committee 
soon. He said: The purpose of the discussion is to 
promote the establishment provincewide a theoretical 
system compatible with the market economy with the 
guidance of Comrade Deng Xiaoping’s theory of 
building socialism with Chinese characteristics and the 
guidelines of the third plenary session of the | ith party 
Central Committee and in close connection with Liaon- 
ing’s reality. Through the discussion, we will disseminate 
the experiences of the enterprises which have done a 
good job in serving the market to promote the enterprise 
development throughout the province; and will accel- 
erate the adjustment of the product mix and the produc- 
tion of readily marketable goods, solve the problems in 
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the concepts of staff members and workers, and establish 
a new image of enterprises. Gu Jinchi said: The discus- 
sion will be participated in by leaders at all levels as well 
as the large number of staff members and workers, and 
both big issues and minor issues. and both general issues 
and specific issues will be discussed. Through the discus- 
sion, we should genuinely emancipate our minds to a 
great extent and then promote the economy to a new 
height and push Liaoning’s economy greatly forward to 
the market economy. 


In conclusion, Gu Jinchi asked the entrepreneurs present 
at the forum to convey to the staff members and workers 
on the industrial, communications, commercial, and 
trade fronts the cordial greetings and sincere wishes of 
the provincial party committee and government. 
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Zhang Baochen, director of the Fusiwn Stee! Plant: Yu Jie, 
director of the Waiangdian Bearings Plant. and Zheng 
Dongsheng. director of the Yingkou Refrigerator Plant, 
introduced their expenences 'n strengthening management, 
adjusting the product mix, and opening up the two markets 
in the past year. Wang Yunfeng. general manager of the 
Shenyang Commercial Town, Gu Yongchang. general man- 
ager of the Liaoning Huax: Group Company: and Zhang 
Wenda, general manager of the Benxi Iron and Steel Com- 
pany; talked with full confidence about the 1995 prospects 
for development in line with the reality of their enterprises. 
Zuo Changlin, gencral manager of the Dongbe: Power 
Transmission and Transforming Equipment Group Com- 
pany, read the letter of proposa’ to all the enterprise 
directors (managers) of the province on behalf of the entre- 


preneurs present at the forum 
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Symposium Te Enhance Economic Ties With 
Taiwan 

OW 1602172295 Beijing XINHUA in English 1659 
GMT 16 Feb 9S 


{[FBIS Transcribed Text] Beying, February 16 (XIN- 
HUA}—Nearly 60 noted economists from the China's 
mainiand and Taiwan and overseas gathered here today 
to exchange views on enhancing industrial cooperation 
across the Tarwan Strait. 


Wang Daohan, president of the Association for Rela- 
tions Across the Taiwan Strait, said at today’s opening 
ceremony of the three-day symposium that both the 
mainland and Taiwan are now facing the challenge from 
the development of the world economy. 


Both sides have the common desire to seek mutual 
benefit and increase economic exchanges and coopera- 
tion, he added. 


Wang called on scholars across the strait present at the 
meeting to draw on collective wisdom and have in-depth 
discussions on how to strengthen industrial cooperation 
between the two sides. 


At the symposium, the scholars will discuss the theones, 
practices and prospects of industrial, scientific, techno- 
logical and agricultural exchanges. 


Meanwhile, the participants will pay visits to some 
townships in the suburb of Beijing. 


The symposium 1s sponsored by the Economic Research 
Center of the State Planning Commission and the 
Taiwan Research Institute of the Chinese Academy of 
Social Sciences. 


ARATS Urges Agreement Protecting Investors 
OW 1602154795 Beying XINHUA in English 1419 
GMT 16 Feb 9S 


[FBIS Transcribed Text] Beying, February 16 (XIN- 
HUA)}—The two sides of the Taiwan Strait should 
discuss and sign a non-governmental agreement on pro- 
tecting the rights and interests of Taiwan investors, a 
senior official said here today. 


Addressing the opening session of a symposium on 
industrial cooperation across the Taiwan Strait, Wang 
Daohan, President of the Association for Relations 
Across the Tarwan Strait (ARATS), said that he believes 
that the signing of such an agreement will promoie 
economic exchanges and cooperation. 


On the eve of Spring Festival, Chinese President Jiang 
Zemin delivered an important speech on promoting 
China's reunification, he noted, in which Jiang urged 
efforts be made to expand economic exchanges and 
cooperation between the two sides. 


Wang said, “We have noticed recently that many far- 
sighted people in Tarwan have aired similar views on 
economic cooperation between the two sides of the 
Taiwan Strait.” 
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This shows that the two sides are facing challenges posed 
by the development of the economy of the world as a 
whole, he said, adding that both sides share the need to 
imcrease such cooperation. 


“We have always stood for not impeding economic 
cooperation by means of political differences,” he said. 


The expansion of economic exchanges and cooperation 
between the two sides is equally important for those on 
both sides of the Strait in meeting their economic 


development targets, he noted. 


Since the beginning of the 1990s, Asia. particularly the 
Asia- Pacific Region, has scored rapid economic growth, 
he said, noting that, “What we are proud of is that the 
growth rates of the two sides of the Taiwan Strait are 
rated among the highest in the world.” 


Therefore, new ster: should be taken and progress made 
im economic and trade cooperation across the Strait, 
Wang said, adding that ARATS has been working hard 
to promote economic exchanges and cooperation 
between the two sides. 


“We shall take effective measures to safeguard all legit- 
imate rights and interests of Taiwan investors.” he 
concluded, expresssag the hope that economists and 
business executives across the Strait will increase 
exchanges. 


| Academics Urge Official Response to 
11K 1502131395 Beying ZHONGGUO AINWEN SHE 
in Chinese 0406 GMT 14 Feb 9S 


[By reporter Fu Houmin (0265 0683 7044)) 


[FBIS Translated Text] Hong Kong 14 Feb (ZHONG- 
GUO XINWEN SHE)}—The important speech on pro- 
moting the reunification of the motherland which was 
delivered not long ago by Jiang Zemin, general secretary 
of the CPC Central Committee, has aroused extensive 
concern and discussion among Taiwan's academic cir- 
cles. In consecutive days, quite a few scholars and 
experts in Taiwan have been invited to several forums on 
“measures for dealing with Jiang Zemin’s eight-point 
proposal,” and one after another they required the 
authorities to make an explicit response to Jiang Zemin’s 
eight-point proposal so as to create a new situation by 
which sound cross-strait interaction between the two 
sides would be created in order to accelerate progress in 
the motherland’s reunification. 


Only by revising the outmoded “program for reunifying 
China,” will it be possible for Taiwan and the mainland 
to conduct dialogue on the policy plane, and to discuss 
state affairs together. That has been the one voice of 
scholars in Taiwan recently. The scholars believe that the 
“phase restrictions” set out in the authorities’ “program 
for the reunification of China” were like an insurmount. 
able wall, which had seriously impeded the normal 
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development of cross-strait relations and jeopardized 
progress in the reunification of the motherland. Taiwan 
Chinese Culture University Professor Li Fu-dian, and 
National Sun Yat-Sen University Professor Chiang 
Hsin-li questioned the authorities: As the “program for 
reunifying China” is free from any legal restrictions, why 
should cross-strait relations be restricted by that “pro- 
gram?” It would be like lifting a rock only to drop it on 
one’s own toes. 


Cross-strait relations should center around economic 
and trade activities and cultural exchanges, which will 
step up the pace in the reunification of Taiwan and the 
motherland; that is the relatively unanimous view of 
scholars in Taiwan. They believe that with more non- 
government exchanges between the two sides, and with 
increasingly frequent economic and trade activities, the 
mutual economic complement and benefits between the 
two sides are making themselves felt increasingly keenly, 
hence such exchanges ©’ ould be carried on in a sustained 
way. At the same time, the scholars praised the idea in 
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Jiang Zemin's speech of inheriting and bringing forward 
the fine traditions in Chinese culture, believing that this 
idea is compatible with the realities in Taiwan and the 
mainiand. Strengthening cultural cooperation between 
the two sides will be helpful to communication, and to 
the realization of reunifying the motherland by seeking 
common ground, while reserving differences. They 
emphasized the importance of cultural exchanges 
between Taiwan and the mainiand, which the authorities 
should not neglect. 


With respect to the proposal :n Jiang Zemin’s speech 
concerning reciprocal visits by leading members from 
the two shores, scholars in Taiwan believe that such 
visits can be carned out, should a routine agreement be 
reached in the second “Wang-Gu talks.” They suggested 
that Le Teng-Swi meet Jiang Zemin “in an appropriate 
capacity.” and promote top-echelon cross-strait talks. 


The scholars criticized the authorities for “being totally 
without logical connection in their mainland policy.” 
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Media Coverage of Premier's Comments on 
Mainland 


Views Relations With Mainland 


OW 1502031395 Taipei CNA in English 0239 GMT 15 
Feb 95 


[By Bear Lee] 


{[FBIS Transcribed Text] Taipei, Feb. 14 (CNA}— 
Premier Lien Chan will not consider running. and does 
not wish to run, in the coming presidential election, 
likely to be held in 1996, according to the Taipei-based 
GLOBAL VIEWS monthly. 


“What's at the top of my concerns at the moment is to do 
my job perfectly.” Lien said in a recent interview with 
the magazine. 

He said that the local media has devoted too much 
coverage to the upcoming election—Taiwan’'s first pop- 
ular presidential election—adding that it would not be 
good if the situation continued. 

On the impact of cross-strait relations likely to be 
brought about by the election, Lien said that he hopes 
Beijing would understand that the democratic reform 
that the ROC [Republic of China] Government has 
pushed vigorously in the Taiwan area is not aimed to 
either “prolong” the national division or promote Tai- 
wan’'s independence. 

In fact, he said, the reforms are intended to allow the 
people to “be the owners of their nation™ and to enjoy “a 
perfect and complete democracy.” 


Lien stressed that Taiwan's valuable experience in polit- 
ical development, along with its economic success, 
would eventually make contributions to the Chinese in 
the mainiand. 


He said that the ROC Government is determined to 
pursue national unificetion step by step and that it would 
not change its set plan as a result of a change in the 
Beijing leadership. 

Saying that Taiwan is putting emphasis on the stable 
development of its relations with the mainiand, Lien 
sand that the government does not want to see violence 
and chaos break out in the mainland after Beijing 
paramount leader Derg Xiaoping dies. 


He said that only when the political situation in Main- 
land China stabilizes and reforms there are continued 
can cross-strait ties continue to develop positively. He 
added that the government attaches great importance to 
the possible change in post-Deng Mainland China, and 
said it would be impossible for Taiwan to not take 
countermeasures. 


Lien said the government has not ruled out the possi- 
bility of “establishing direct Tarwan-mainiand transpor- 
tation links at an appropriate time in a proper way” since 
the mainland market ts essential to Taiwan's economic 


strength. 


TAIWAN 7S 


He said that his cabinet will consider casing further 
restrictions on trade and economic exchanges with the 
mainiand by increasing both imports from and indirect 
investment in the mainland, as well as by lifting the ban 
on exchanges of visits by both sides’ economic and trade 


Lien also urged foreign countries to review their policies 
toward the ROC and Asia in general. 


More on Premier's Comments 


— Taipei CNA in English 0204 GMT 16 
Feb 95 


[By Bear Lee] 


{[FBIS Transcribed Text] Taipei, Feb. 15 (CNA}— 
Premier Lien Chan on Wednesday [15 February] called 
for the positive development of relations between 
Taiwan and the mainiand. 


Lien made the call during an interview with a reporter 
from Spanish national television. 


Lien said that the ROC [Republic of China] Government 
is willing to try any means to push goodwill interactions 
between the two sides and therefore is considering 
responding to a recent statement by Mainland Chinese 
President Jiang Zemin. 

Jiang, in an eight-point statement made on the eve of the 
Chinese lunar new year, extended an olive branch to 
Taiwan, proposing that the leaders of the two sides meet. 


Lien said that it would not be in the interests of the 
mainiand itself or Asia as a whole if violence were to 
develop in the mainland as a result of a change in the 
Beijing leadership. He said that the ROC hopes that 
Mainland China will be able to remain stable and 
continue its economic reforms, which he said would 
contribute to the improvement of cross-strait ties. 


He said that Taiwan and the mainiand are now separated 
and under the rule of different systems, adding that it 
would take time to narrow the existing ideological gap 

Lien stressed that China's unification would -~t be 
meaningful if accomplished under the principles of 
freedom, democracy and equitable distribution of 
wealth. 


He said that his opinion of the concept of “taitu,” or 
Taiwan independence, is that it is impractical for the 21! 
million people of Taiwan. “It would create new problems 
before solving the old ones,” he said. 
Reportage Covers Current IPR Issues 


Officials R-sect Claim 
OW 1602122495 Taipei } oice of Free China in English 
0200 GMT 16 Feb 95 


[FBIS Transcribed Text) Recommendations that Tarwan 
be retained on the watch list of countries with serious 
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intellectual property nghts [IPR] protection violations 
were rejected Tuesday [14 February] by the ROC 
{Republic of China] Government and the American 
Chamber of Commerce. 


Economic Minister Chiang Ping-kun reacted with 

to a report by the Intellectual Property Alli- 
ance [IIPA] recommending that Taiwan remain on the 
U.S. Trade Representative Office's list of nations in 
which copyright infringement a major concern. 
Meanwhile, head of the Interior Ministry Copyright 
Committee Wang Hsuan-lu called the IIPA announce- 
ment unreasonable 


In its report to the U.S. Trade Representative Office, the 
IIPA reported <'x:m that U.S. companies lost a total of 
US$ 189 million in 1994 from copyright infringement, an 
increase of US$39 million over 1993. 


But chairman of the American Chamber of Commerce's 
IPR Protection Commitice, (Robin Winford) said vast 
improvement on IPR protection has been made in 
Taiwan, and Taiwan should be taken off the U.S. Trade 
Representative Office's list altogether. He said Taiwan 
has made remarkable progress on IPR protection. 


He added, removing Taiwan from the list would be an 
important symbolic step to reward efforts in Taipei to 
curtail rampant piracy and copyright infringement. 


Protection Recognized 
OW 1702102295 Taipei CNA in English 0903 GMT 17 
Feb 95 


[By Debbie Kuo] 


[FBIS Transcribed Text] Taipei, Feb. 17 (CNA)}— 
Tarwan has made commendable progress in intellectual 
property rights (IPR) protection during the past year, a 
Business Software Alliance (BSA) spokesman said 
Friday. 


In a press conference, Valerie Colbourn, BSA’s vice 
president for the Asia-Pacific area, said the achievement 
has been so encouraging that Taiwan's strenuous efforts 
in IPR protection should be reassessed in the next round 
of US-Taiwan trade talks. 


The BSA, a Washington-based group representing major 
American software publishers such as Microsoft, Lotus 
and Wordperfect, is influential in US policy making, 
particularly im government-to-government business 
negotiations. It makes recommendations to the office of 
US trade representative for US designation of foreign 
countries that fail to protect intellectual property nghts. 


At the press conference, jointly held with the Informa- 
tion Products Anti-Piracy Alliance of the ROC (IPAPA), 
Colbourn said Taiwan has outperformed many Asian 
countries in fighting piracy. She said Taiwan's progress 
should be emulated by Mainland China, Suuth Korea, 
Thailand, Malaysia and Indonesia. 
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Meanwhile, IPAPA Chairman Wang Chen-jung criti- 
cized a recent statement by the US-based International 
Intellectual Property Alliance (IIPA) opposing the 
removal of Taiwan from the US “watch list™ of nations 
which violate IPR agreements. 

On the contrary, Wang argued. Taiwan should be 
removed from the watch list given its efforts and 
achievement in IPR protection. 


IPAPA Executive Secretary Chen Wen-chuan said 
Taiwan has already outgrown itself from a copycat to a 
victim which has seen illegal copies of its products sold 
overseas in alarming quantities. 

The alliance has filed lawsuits against pirates in Hong 
Kong and is taking simular legal actions against violators 
in other Southeast Asian countries for copying Taiwan's 
software packages, particularly video games, Chen sard. 
IPAPA, an organization comprised of officials from the 
savernment’s Institute for the Information Industry 
(IIT), the Chinese Information Service Industry Associa- 
tion (CISA), the Taipe: Computer Association (TCA) 
and information products makers, was established last 
June. 


U.S.-Vietnamese Ties To Benefit Investors 


OW'1602052595 Taiper CNA in English 0210 GMT 16 
Feb 95 


[By Flor Wang) 

{[FBIS Transcribed Text} Tapes, Feb. 15 (CNA)}—The 
improved U.S.-Vietnam relations will benefit Taiwan 
investors in Vietnam, the Board of Foreign Trade said 
on Wednesday [15 February]. 


The opening of a Washington haison office in Hano: in 
January not only will help better off [as received) U_S.- 
Vietnam bilateral relations in many fields, but wall also 
boost economic activities in Vietnam due to larger 
inflows of U.S. capital, the board noted. 


As Taiwan is the largest foreign investor in Vietnam, a 
more active Vietnamese economy will also no doubt 
benefit local investors there, the board said. 


Taiwa .svcstment in Vietnam totaled U.S.$1.9 bilhon 
as of we end of October in 1994. Bilateral Taiwan- 
Vietnam trade hit U.S.$960 million last year, a 22-fold 
increase from 1988, according to the board. 


Given that the Taiwanese and Vietnamese economies 
are complementary, a strengthened Vietnamese 
economy [words indistinct] 1s expected to boost the 
country’s demand for Taiwan goods, the board said, 
adding that Taiwan exports to Vietnam were largely 
machinery equipment, consumer products and textiles, 
while Taiwan imported timber and scrap sicel. 


Mainland Official! on Conditional Support for 
Asian Games 

OW1702061695 Taipe: CNA in English 0157 GMT 17 
Feb 95 


[By Flor Wang] 
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{[FBIS Transcribed Text] Taipei, Feb. 16 (CNA)—If the 
flag of Mainland China can be flown during a meeting of 
the secretares-general of the Olympic Council of Asia 
(OCA) in late March in Taiwan, Mainland China will not 
reject support of Kaohsiung’s bid to host the 2002 Asian 
Games, a high-ranking mainland Chinese Olympic Com. 
mittee official said Thursday. 


Mainland Chinese Olympic Committee Secretary- 
General Wei Jizhong said in a telephone interview that 
he and his deputy will take part in the two-day OCA 
meeting slated for March 23-24 in Kaohsiung, southern 
Taiwan. He added that he hoped to see the flag of 
Mainland China flown in Taiwan, noting that the good- 
will gesture will help boost sports exchanges between the 
two sides. 

If ali flag-related issues can be fully resolved in compli- 
ance with international customs and the OCA's charter, 
the mainland Chinese side will not oppose Kaohsiung's 
bid to host the games, he stressed. 


Council To Invite Traders, Officials for Visits 
OW 1602115895 Taipei CNA in English 0954 GMT 16 
Feb 95 


{By Y.C. Tsai] 


[FBIS Transcribed Text} Taipei, Feb. 16 (CNA)}—The 
Taipei-based China External Trade Development 
Council (CETRA) on Thursday said that the council will 
invite the head of its mainland Chinese counterpart to 
visit Taiwan after the government gives the green light to 
visits here by mainland traders and economics officials. 


The Executive Yuan will soon publish guidelines gov- 
erning visits to Taiwan by mainland business people and 
economics officials. 


Li Shau-mo, the deputy secretary-general of CETRA, 
said that Zheng Hongye, chairman of Mainland China's 
Council for the Promotion of International Trade, is 
among the officials the council is planning to invite. 
Zheng has shown keen interest in visiting Taiwan, he 
added. 


CETRA also hopes to invite branch office heads of the 
mainland Chinese council to visit Taiwan in a bid to 
enhance mutual understanding of the two trade promo- 
tion organizations, Li pointed out. 


Meanwhile, officials at the CETRA market research 
department said CETRA 1s making preparations to host 
a seminar on cross-Tarwan Strait retail and wholesale 
businesses. The heads of the mainiand's top 100 depart- 
ment stores—mainly located im and around Bohai Bay, 
the Chang Jiang River, northern Mainland China, 
Fuysan and Guangdong—will be invited, they said. 


The exact tome for the meet. ne and the number of people 
who will be invited have ye | to de decided, they added. 
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The exchange of visits will be conducive to the sale of 
Taiwan products on the mainland, the CETRA officials 
stressed. 


Noting that the mainland boasts a vast market and tne 
mainiand’s trade frictions with foreign countries are on 
the mse, they advised Taiwan investors with business 
interests in Mainland China to explore the mainland 
market further rather than to focus on exports. 


Emerprises Invest US$347 Million in Mainland 


OW1702104495 Taipei CNA in English 0951 GMT 17 
Feb 95 


(By Litian Wu] 


{[FBIS Transcribed Text] Taipei, “eb. 17 (CNA)}— 
Taiwan's small and medium enterpris:'s invested a total 
of US$347.09 million in Mainland China iectween Jan. 
1991 and Feb. 1994, the Ministry of Economic Affairs 
said Friday. 


The average Ta!wan investment during the period was 
US$240,000, with the majority concentrated in the man- 
ufacturing industry. Of investments in that sector. the 
electricity and machinery equipment businesses 
accounted for 14.07 percent, ministry officials said. 


The officials also said that 47.22 percent of small and 
medium businesses used foreign exchange remittances 
for their investment, while 42.42 percent exported 
machinery equipment as a means of investment. 


The garment and textile, wood products, furniture and 
decoration, paper and paper products, printing, plastics 
and rubber products, non-ferrous products, electricity 
and electronics and machinery equipment indusines 
tended to export their machinery equipment for 1 \est- 
ment in the mainiand. 


The ministry noted that such industries are labor- 
intensive and with the labor shortage here, exports of 
Taiwan machinery equipment are good for the economy. 


Meanwhile, a survey of domestic small and medium 
businesses found that 70.98 percent found the invest- 
ment climate in Taiwan acceptable. Some 19.49 percent 
were not happy with the investment climate, and an 
additional 2.065 were very dissatisfied. Only 7.465 per- 
cent of the respondents said they were satisfied or very 
satisfied with Taiwan's investment climate, the survey 
found. To improve the investment climate, 38.725 per- 
cent of the businesssen said that the government should 
help solve labor problems and 37.675 percent said that a 
sound capital market and casy access to financing is 
important. An additional 30.225 percent said that the 
interest rate should be lowered. The businessmen were 
also concerned about exchange rate stability, govern- 
ment assistance in new product development and main- 
tenance of a stable political environment. 


This report may contain copyrighted maternal Copying and dissemination 
1s prohibited without permission of the copynght owners. 
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Goverr nent To Check Communist Infiltration 


OW'1702104995 Taipei CNA in English 0954 GMT 17 
Feb 95 


[By Debbie Kuo] 


[FBIS Transcribed Text] Taipei, Feb. 17 (CNA)}— 
Checking political infiltration from Mainland China 
tops the list of primary works for the Ministry of Justice 
Investigation Bureau, Director Liao Cheng-hao said 
Friday {17 February]. 


Liao, who this week replaced outgoing chief Wu Tung- 
ming, said the bureau will also strive to fight against 
corruption and crack down on narcotics. 


During his first meeting with legislators since he 
assumed his new post, Liao said the bureau will try hard 
to remain independent from political influence. 


Legislator Yeh Chu-lan from the opposition Democratic 
Progressive Party (DPP) urged Liao to remake the 
bureau in the spirit of Hong Kong's Independent Com- 
mission Against Corruption. 


Liao is the first director of the bureau with a civilian 
background. 


Legislator Seeks Vice Presidential Nomination 


OW 1602094195 Taipei CNA in English 0831 GMT 16 
Feb 95 


[By Lilian Wu] 


{[FBIS Transcribed Text] Taipei, Feb. 16 (CNA}— 
Annette Lu, a Democratic Progressive Party [DPP] leg- 
islator, on Thursday announced that she will seek the 
DPP’s nomination to run for ROC [Republic of China] 
vice president. 


Lu, in making her announcement at the Taipei Interna- 
tional Convention Center, said she welcomed any party 
candidate to team with her to run in the presidential and 
vice presidential election, whick \s slated for 1996. 


Lu stressed that Taiwan needs new leaders and a govern- 
ment equally represented by men and women, and added 
that women should participate and dedicate themselves 
to politics. 


Lu said that when she called four DPP heavywieghts 
Wednesday who might seek the DPP nomination for 
president, namely Huang Hsin-chieh, Lin Yi-hsiung, 
You Ching, and Hsu Hsin-liang, they were first stunned 
by her decison to run for vice president and then 
extended their warmest wishes. 


She also said that she has chosen to run for vice presi- 
dent, instead of president, to avoid any disharmony 
within the party. 
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She said there was still much for the ROC vice president 
to do, and vowed that if elected, she will diligently travel 
around the world to promote Taiwan's role in the 
international community. 


“If Taiwan did not keep up with the treads of the world, 
and if the Taiwan leadership did not have a vision and 
verse themselves in global affairs, then Taiwan would 
not have a future,” she said. 


Lu said that she would continue to fight for the dignity of 
the 10 million women she said are discrimated against in 
Taiwan, and for the human rights of the entire popula- 
tion. 


Lu said that she would hold a larger presentation on her 
vice presidential campaign on March 8. 


She also said that should she be nominated by the DPP, 
she would not seek re-election to the Legislative Yuan, 
which is due to have an election at the year’s end. 


Air Force Considering Purchase of Aircraft 


OW 1602020295 Taipei Voice of Free China in nglish 
0200 GMT 15 Feb 95 


{[FBIS Transcribed Text] Military sources Monday said 
the ROC [Republic of China] Air Force is considering 
purchasing medium- sized transport aircraft to facilitate 
cargo and personnel transportation. 


They said: With the opening of (Peikang) Airport on the 
off-shore island of Matsu, the transport planes can also 
enhance administrative contacts with the off-shore 
island. 


The sources said: The new aircraft shall also be able to 
Carry paratroopers or carry oui other airborne operations 
now being handled by Air Force C-130H and C-119 
transport planes. Three types of aircraft are being eval- 
uated and they are the Swedish SAAB-340, German- 
made BO-228 and CN-235, a type jointly-made by Spain 
and Indonesia. All three types are turbine-powered air- 
craft with a different transport capacity, flight ranges, 
and functions. 


The domestic Formosa Airlines has used the German- 
“aade BO-228 for passenger transport between Taiwan 
and Matsu. The Air Force will decide which type to buy 
after further study of the three types of planes in the Air 
Force (only). 


Japanese Dietmen To Form Taiwan Relations 
Group 

OW 1702061395 Taipei CNA in English 0146 GMT 17 
Feb 95 


[By Victor Lai] 


[FBIS Transcribed Text] Tokyo, Feb. 16 (CNA)}—Diet 
members from the New Frontier Party [Shinshinto] will 
form a Dietmen’s Council for Japan-Republic of China 
[ROC] relations within the party on Feb. 28. 


This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 
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Lin Chin-ching, representative of the Taipei Economic 
and Cultural Representative Office in Japan, has been 
invited to make a report on the latest political, economic 
and social developments in Taiwan at the founding. 


The New Frontier Party. Japan's leading opposition 
party headed by Former Prime Minister Toshiki Kaifu, 
was formed last December through the merger of nine 
non-communist parties and groups. 


Taiwan To Relocate 20,000 Investors to Singapere 
HK 1602052895 Hong Kong AFP in English 0452 GMT 
16 Feb 95 


[FBIS Transcribed Text] Taipei. Feb 16 (AFP)}—Taiwan 
plans to help more than 20,000 of its investors in Hong 
Kong relocate to Singapore ahead of the 1997 Chinese 
takeover of the British colony, the mass-circulation 
United Daily News said Thursday. 


Authorities here have made preliminary contact with 
Singapore about the relocation plan, and will hold fur- 
ther talks with the city-state on how Hong Kong-based 
Taiwanese investors can shift operations and register 
there, the newspaper said. 


The plan contradicts a government commitment to 
retain various links with and investment in Hong Kong 
after it reverts to China's sovereignty in 1997. 


It calls on Singapore to accept these investors and work 
vith them in developing industrial zones in a third 
territory. the paper said. 


An added advantage 1s that since Singapore had signed 
an investment protection agreement with China, the 
Taiwanese investors can use it to gain such protection 
from the mainland. the paper said. 


But the Mainland Affairs Counci!, a cabinet-level policy 
planner that also drafts Hong Kong and Macau policy, 
said it knew nothing of the plan 


Council chairman Vincent Siew said it would be impos- 
sible for the government to arrange for so many Tai- 
wanese investors to move from Hong Kong to Singapore, 
given the fact that the investors are not subject to 
Taiper’s control. 


Taiwan To Invest in Israeli Finance, High Tech 


TAI602134198 Tel Aviww VEDI OT AHARONOT 
(MAMON supplement) in Hebrew 16 Feb 9S 


[Report from Taiwan by ‘Edna Iss} 


[FBIS Translated Text] “The Tarwanese Government ts 
interested in buying a bank in Israel. Taiwanese repre- 
sentatives Lave already initiated contacts with financial 
officials. A special delegation 1s scheduled to visit Israel 
over the next few days to examine the practical possibil- 
ities of purchasing a bank.” This was disclosed in a 
meeting with Israch correspondents in Taipei by Dr. Liu 
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Tai Yang, the economic adviser of the Taiwanese presi- 
dent and the head of the ruling party's council for 
business management [name and title as transliterated]. 


At the same time, Taiwan plans to invest in the Israeli 
stock exchange by purchasing companies and also 
investing directly in the stock market. According to Dr. 
Liu, the Kuomintang ruling party is about to set up an 
investment company in Israel that will invest large sums 
of money in the field of high technology in order to 
acquire the state-of-the-art technologies Taiwan cur- 
rently lacks. The scope of investments in Israel may, he 
said, reach approximately $400 million over the course 
of the next three years. 


Dr. Liu added that Taiwan would only purchase the 
bank on the condition it acquires at least 50 percent of its 
shares. “We want control; we will not be content with 26 
percent of the shares. We will find a medium-sized bank 
and augment its capital. The bank will help with our 
other investments in Israel.’ This will be the first time 
the Taiwanese ruling party has attempted to purchase a 
bank abroad. At the same time, it is considering buying 
a bank in Indonesia. 


The decision to invest in the Israeli stock exchange was 
taken following the cancellation of the capital gains tax. 
“I believe that within a year or two, your stock market 
will blossom. Right now, your ‘goods’ are going for very 
cheap, and I think that large sums of foreign currency 
will flow into the country,” Liu said. 


In the course of the past few years, Taiwan. with its 
almost $100 billion in foreign currency reserves, has 
become one of the world’s biggest investors in foreign 
markets. It has invested money in countries like China, 
Japan, Malaysia, and South Africa. It is now showing 
special interest in Israel, especially in the fields of 
electronics and petrochemicals. Taiwan and the Israel 
Air Industries recently signed an agreement to form a 
joint company to upgrade aircraft. Israel recently opened 
an economic legation in Taipei, headed by Gad Moda‘, 
and Taiwan has opened an economic legation in Tel 
AVIV. 


Textile Exports Up 16 Percent in 1994 


OW'1702103795 Taipet CNA in English 0944 GMT 17 
Feb 95 


[By Danielle Yang] 


{[FBIS Transcribed Text] Taipei, Feb. 17 (CNA}— 
Taiwan exported US$14 billion worth of textiles last 
year, topping exports from the electronics, machinery, 
information, telecommunications, plastics, and rubber 
industries. 


The Taiwan Textile Federation (TTF) said Friday [17 
February] that textile exports accounted for 15 percent 
of Taiwan's total exports last year, up 16 percent from 
the previous year. 


This report may contain copyrighted material. Copying and dissemination 
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Cloth exports totaled US$7.87 billion and grew 27 
percent, topping other textile products both in value and 
growth, TTF statistics showed. 


Yarn and fabric rose 24 percent, followed by fibers’ 20 
percent, TTF officials said, adding that garment exports 
declined 8 percent. 


Hong Kong remained Taiwan's largest export market by 
absorbing U%$5.48 billion or 39 percent of Taiwan's 
total textile exports. The figure was also a 32 percent 
growth from 1993, the statistics showed. 


Other major export areas were the United States, South- 
east Asia, the European Union and Japan. 


Meanwhile, Taiwan imported US$3.25 billion worth of 
textiles in 1994, up 18 percent from 1993, TTF officials 
noted. 


Garment imports registered the fastest growth of 36 
percent, but cloth imports accounted the largest share of 
30 percent, the statistics showed. 


Import sources were Hong Kong, Italy, South Korea and 
Japan with growths of 43, 41, 61 and 11 percent respec- 
tively. Imports from Thailand declined 11 percent, 
according to TTF statistics. 


Visa-Free Incentive Attracts More Tourists 


OW'1702104095 Taipei CNA in English 0939 GMT 17 
Feb 95 


[By Debbie Kuo] 


[FBIS Transcribed Text] Taipei, Feb. 17 (CNA)}— 
Taiwan's efforts to attract more foreign tourists were 
given a significant boost when the government adopted a 
five-day visa-free policy last year, the Tourism Bureau 
reported Friday [17 February]. 
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The number of foreign tourists who visited Taiwan hit a 
record high of 2,127,249 last year, up 14.97 percent from 
1993, bureau officials said. 


More than 32 percent, or 700,835, of the foreign holiday 
makers who visited Taiwan in 1994 came to the island 
because of the convenience of the five-day visa-free 
measure, according to a bureau survey. 


The survey showed that tourists from the United States 
were best informed of the five-day visa-free policy, 
constituting 77.13 percent of those attracted to Taiwan 
by the measure. 


Japanese followed with 71.93 percent and the Dutch 
with 54.48 percent, the survey indicated. 


Tourists arrivals from Belgium posted the greatest 
growth rate over the past year, bureau officials said. 
Japan and France followed with the second and the third 
highest growth rates. 


Encouraged by the rapid growth of foreign tourist 
arrivals one year after the five-day visa-free measure was 
put into effect, the government decided to extend the 
visa-free treatment from five days to 14 days in January 
this year. 


The new 14-day visa-free policy has been even more 
successful in attracting more foreign tourists, the offi- 
cials said. 


The 14-day visa-free measure was instituted for tourists 
from 12 countries, including the United States. Japan, 
Canada, Britain, France, Germany, the Netherlands, 
Belgium, Luxembourg, Austria, New Zealand and Aus- 
tralia. 


To further strengthen the incentive, the government may 
consider extending the 14-day visa-free policy to 30 days 
and more countries will be covered, bureau officials 
disclosed. 


This report may contain copyrighted material. Copying and dissemination 
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Hong Kong 


Li Peng Receives Hong Kong Businessman 


OW'1702130695 Beijing XINHUA in English 1234 
GMT 17 Feb 95 


(FBIS Transcribed Text] Beijing, February 17 (XIN- 
HUA} —Premier 11 Peng met with and had a cordial 
conversation with Li Ka Shing, Chairman of the Board 
of Directors of the Cheung Kong (Holdings) Ltd, of 
Hong Kong. in Zhongnanhai today. 


The Premier appreciated Li’s long-time interest in 
investing tn the mainland, saying the government sup- 
ports his efforts to invest in infrastructure projects 
including docks, highways and power stations, in devel- 
oping education as well as in helping solve housing 
problems in urban areas. Such investment accorded with 
the state industrial policies and the orientation of eco- 
nomic development. ihe premier said. 


Lu Ping To Visit U.S., Promote Investment 


HK1602053695 Hong Kong SOUTH CHINA 
MORNING POST in English 16 Feb 95 p 2 


[By So Lai-fun in Beying] 


[FBIS Transcribed Text] The top official in charge of 
Hong Kong affairs, Lu Ping 1s to take a week-long visit to 
the United States next month in an effort to promote the 
Basic Law amiong Hong Kong's overseas investors. 


He is to join five local co-convenors of the Preliminary 
Working Committee (PWC) and two other PWC mem- 
bers, Pau! Cheng Ming-fu and David Chu Yui-lun. 


Mr Cheng, the PWC member who arranged the tour, said 
the move was a positive development for Hong kong as 
an international financial centre. 


“It 1s the first tome that the most senior Chinese Official 
in charge of Hong Kong will be coming with us and it will 
be a very good thing for Hong Kong's commercial 
activities,” Mr Cheng said 


The delegation will visit Seattle, New York, Los Angeles, 
Chicago and Washington, and will speak on the theme of 
Hong Kong Beyond '997: Life and Business Under the 
Basic Law 


Meanwhile. a Beying-appointed working penel on the 
changeover has backed China's call for sensitive files of 
senior government officials to be handed to Being. 


Leung Chun-ying, local co-convenor of the PWC polit- 
ica! sub-group. said the body had reached a “clear” 
stance on the handling of secret information. 


PWC member Shao Tianren, who 1s also a legal adviser 
with the Foreign Ministry, said Beying had full legal 
rights to the files because it was China who would 
resume sovereignty over Hong Kong. 
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The row began last month when Mr Lu accused the 
Government of seriously in fringing the Joint Declara- 
tion by refusing to transfer the secret files. 


The Government responded by saying :t was obliged by 
law not to reveal the nationality of senior officials. 


Deng Rong Criticizes Britain’s ‘Colonial Past’ 
11K 1702041895 Hong Kong SOUTH CHINA 
MORNING POST in English 17 Feb 95 p 4 


[From Simon Beck in New York] 


[FBIS Transcribed Text] Deng Xiaoping’s daughter and 
biographer yesterday fired a parting shot at the British, 
accusing them as they depart Hong Kong of subjecting 
China to “colonial humiliation”. Deng Rong, in New 
York to promote the publication of her book in English, 
also criticised Britain's colonial past in India, and said: 
“The Hong Kong which returns to its motherland will be 
more prosperous and more flourishing in the future.” 
And sidestepping reports that her father was in a coma 
and on a life support machine, she said he had again told 
her recently that he wanted to visit Hong Kong after 
1997—*even if | am in a wheelchair”. 


Ms Deng a!so told a packed press conference to send a 
clear message that the legacy her father wanted to leave 
behind was a reformist, collective leadership with no one 
strongman at the helm. Showing good humour despite 
the almost universal panning her book has received in 
the American press, Ms Deng became earnest when 
asked about Hong Kong's future. Saying she was “opti- 
nustic” about the territory, she added: “In 1997 the 
Chinese flag will fly over Hong Kong. That will also 
mark the end of a period of the colonial humiliation of 
China,” she said. 


When asked about the latest reports which contradict her 
recent about-turn on Mr Deng’s health, she failed to give 
a direct answer. She said a Hong Kong friend of hers had 
counted how many press reports had said the paramount 
leader was dying—it came to 365. “I guess this must be 
the 366th.” she said. On the future of China after her 
father’s death, Ms Deng repeatedly stressed the point 
that one of his goals had been to abolish the system of 
leaders serving until their death. 


“China wants to move from the cules of persons to the 
rule of law.” adding that her father “felt that for the 
destiny of an entire nation to depend on a single person 
was not only an abnormal situation but also a potentially 
very dangerous one’. “Right now, China's leadership 1s 
at the hands of a collective leadership with Jiang Zemin 
at its core “The course of the current and future leader- 
ship is to make sure they continue to carry out the 
policies that receive widespread support from the |. 
billion people who live in China.“ 


Summing up-her father’s career, she said: “Hrs life has 
been intertwined with the destiny of China in the 20th 
Century. In the 5,000-year epic of Chinese history, there 
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is a page which will always be linked with his name.” 
After the conference, Ms Deng was due to meet Rupert 
Murdoch, owner of Harper Collins, whose division Basic 
Books bought the rights to the biography. Laughing off 
suggestions thzi it was odd for her to be doing business 
with one of the West's great capitalists, she replied: “It's 
hard to find a socialist publisher in the United States.” 


Ms Deng is due to spend a few days in Los Angeles with 
her daughter before returning to Beijing. Yesterday, the 
Chinese Foreign Ministry reaffirmed that Mr Deng was 


in good health. 


Official To Brief PRC-Appointed Group on 
Reclamation 

HK 1602053495 Hong Kong SOUTH CHINA 
MORNING POST in English 16 Feb 95 p 2 


[By Chris Yeung] 


[FBIS Transcribed Text] A senior government official ts 
to give an unprecedented briefing to Preliminary 
Working Committee (PWC) members in Beijing on the 
territory's reclamation strategy tomorrow. 


Planning Department Director Dr Peter Pun Kwok- 
shing said yesterday that he would explain the reclama- 
tion plan to Chinese officials and experts at a seminar 
organised by the PWC. 


Dr Pun is the first senior official to pay a trip to Beijing 
in an official capacity to brief PWC members on govern- 
ment policy. He aims to help minimise misunder- 
standing. 


The latest contact followed two other briefings given by 
monetary and legal officials to local members of the 
PWC on the dollar-peg policy and progress of the local- 
isation of law. 


Dr Pun said: “It’s a good thing to have exchanges of 
ideas and information. Disputes are always a result of 
lack of understanding.” 


He said he had sent 50 copies of information on the 
reclamation policy and plans to the Chinese side through 
local PWC member Nellie Fong Wong Kut-man. 


The PWC’'s economic sub-group had expressed fears the 
territory's reclamation projects might pose a danger to 
marine safety, damage the environment and undermine 
the status of the territory as a tourist attraction . 


Dr Pun said a series of studies would be taken before any 
reclamation plans were decided. 


“Many people will get the impression when looking at 
the harbour area that it’s all in a mess. But those 
inconveniences are inevitable in the process of construc- 
tion,” he said. 


He said he would explain to the Chinese side that every 
reclamation project served the overall development of 
the territory. 
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Dr Pun said the Central and Western reclamation plan 
was crucial to create more land for office buildings as 
well as the improvement of transport between the 
eastern and western part of Hong Kong Island. 


Government planners have also started to favour the 
concept of urban design. 


“We have kept building residential blocks along the two 
sides of the harbour in the past. We are now trying to 
have some design by planting more trees and prome- 
nade,” he said. 


Dr Pun said the Marine Department was studying the 
construction of dykes to reduce the pressure from more 
turbulent waves caused by the narrowing of the harbour. 


PWC Member Comments on Economic Stability 
11K 1702040095 Hong Kong WINDOW in English 17-23 
Feb 95 p 16 


[““Commentary” from the “Window Forum” column by 
David Y.L. Chu, Hong Kong affairs adviser and Prelim- 
inary Working Committee member: “Assuring Stability 
After 1997"}] 


{[FBIS Transcribed Text] Hong Kong's economic sta- 
bility will be a key issue in the run-up to 1997 and after. 
To begin with, a number of factors influence Hong 
Kong's economic health. These include the government's 
vast outlay of capital on the new airport and infrastruc- 
ture which helps local economic growth; the recovery of 
the US economy; strong growth in Southeast Asia and 
China; and the prevailing international free trade chi- 
mate. 


However, given Hong Kong’s size and its dependence on 
foreign trade, that stability may be easily affected by the 
further flow of short-term international funds and ts 
subject to the following negative influences in this cru- 
cial period of transition: 


—Foreign investors are less enthusiastic about China 
now, particularly because the high expectations of the 
past have not materialised. 


—The period of low interest rates 1s over. 


—The Hong Kong stock market has entered an adjust- 
ment period. At this time, psychological and political 
factors, together with a loss of confidence, could 
accelerate the degree of volatility. 


—In the transition period, man-made factors, in order to 
achieve political aims, may affect economic activity. 


—Rocketing land prices in the past two years and 
government measures to curb them may also lead to 
an excessive depression of the property market, 
affecting the economic situation as a whole 


Negative factors: There are also internal factors within 
the Hong Kong economy with a negative influence. For 
example, the stock market has been manipulated by 
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foreign investment houses in the past year through 
futures trading. In this respect, Hong Kong should follow 
the example of Singapore. There must be regulations to 
protect Hong Kong's interests so as to avoid the market 
being monopolised by personal influence and attempts 
by big financial houses to corner the market. 


Recently, big financial houses have been active in the 
derivatives market and the stock market has become 
secondary. An example is the mid-December slump with 
a turnover of a little more than $1 billion. 


However, at the same time, there were more than 30,000 
futures contracts. Capital so injected was even greater 
than that in the stock market. With this kind of volume 
in derivatives, will it still be possible to mainiain a 
normal market? 


We must realise that such derivative instruments can be 
used for destabilising speculation, and it is important to 
have an understanding of them. In fact, whenever there 
is an introduction of new instruments, the small share- 
holders in Hong Kong have to bear most of the tuition 
fees. 


Some people say that the government should not inter- 
fere even when big foreign investors stir up the market 
once every three or five years for their own benefit. Such 
people only understand the superficial aspects of a 
market economy. 


For example, the weight of the influx of an enormous 
amount of foreign capital 1s much greater than that of 
Hong Kong's own capital. Under such circumstances, 
there 1s in tact no market economy in Hong Kong. It ts 
readily subject to monopolisation by these capital funds. 


Market definition’ The definition of a market is the 
entitlement of many people to conduct transactions. 
There should be no minority monopolising the market. If 
a small number of people monopolise, such an entity 
cannot be classified as a market economy. Thic situation 
1S Now prevailing in Hong Kong. 


Here 1s an example. Ever since the third quarter of 1993, 
big American funds have continued to buy shares. They 
also exerted their influence to justify their increased 
Hong Kong-share weighting by saying that there were 
favourable factors in Hong Kong. As they have strong 
capital backing, once they had activated a few leading 
constituent stocks, the index reached the level of over 
10,000 within a few months. 


In a further few months, the same funds said that there 
were unfavourable factors in Hong Kong. (These factors 
were originally thought to be favourable.) 


Based on this changing stance, we do not agree with the 
government's non-intervention policy. 


Regarding the property market, when the land prices 
were increasing SO per cent annually two or three years 
ago. the government should have taken some measures, 
such as those taken by the present US Government, to 
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fight inflation. The Hong Kong Government has been 
either too slow or too hasty to move against speculators. 


In the next few years, the supply of land will increase 
because industrial buildings will become office buildings 
and there will be land development along the new airport 
rail route. But the property production cycle is too long, 
and may lead to price uncertainties. 


There are also psychological factors and a question of 
confidence. As such, administrative and non-market 
measures cannot easily achieve the target of stabilising 
land and property prices. 


Therefore, the Hong Kong Government should coop- 
erate with China and take a flexible approach to land 
supply, especially for land along the new airport-rail 
route. 


Hong Kong’s economy grows and declines parallel with 
the property sector. 


We do not support the policy of high land prices. 
However, if land prices fluctuate too much, it will 
adversely affect other economic issues. Such an effect 
would be more difficult to handle. 


PRC's Notification of Civil Service Changes 
Supported 

HK1702040295 Hong Kong SOUTH CHINA 
MORNING POST in English 17 Feb 95 p 1 


[By So Lai-Fun in Beying} 


{[FBIS Transcribed Text} China should be routinely 
notified about civil servants who resigned or sought early 
retirement, the Preliminary Working Commitiece (PWC) 
said yesterday. The Government should also inform 
China immediately through the Joint Liaison Group 
(JLG) about directorate grade officials who apply to 
leave the service, the co-convenor of the PWC’s political 
sub-group, Leung Chun-ying. said. He said it was neces- 
sary for China and the chief executive-designate to be 
kept abreast of the situation among the rank-and-file of 
the 180,000-strong civil service. 


The recommendation was part of an interim report 
prepared by the PWC’s study group on the civil service. 
The sub-group suggested ali civil servants be able to 
serve beyond 1997 by way of a simple procedure. The 
chief executive-designate before 1997 should make an 
announcement that all civil servants who were willing to 
stay could do so on their current terms of service 


A local PWC member, Professor Lau Siu-ka). said the 
suggestion was to allay fears about political vetting 
because the burden of the procedure rested with the chef 
executive and not imdividual civil servants. The sub- 
group reiterated a demand by senior Chinese official Lu 
Ping that Britain hand over all civil servants’ files to 
Beying. They said they were worried Britain might use 
the information to influence officials serving in the SAR 
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government. “The British Government has the respon- 
sibility to manage the files properly, no information 
should be destroyed, nor should the originals or copies of 
the originals be removed from Hong Kong,” Mr Leung 
said. He said China would then pass over all files to the 
SAR government. Beijing would not use that informa- 
tion to delve into civil servants’ past behaviour, he said. 


The sub-group also recommended all amendments to 
civil service laws be in line with the Basic Law and be 
discussed in the JLG. It reiterated that all civil servants 
should give up their right of abode overseas in order to 
be appointed as principal officers or future SAR leaders. 
It said that those who obtained their right of abode in 
Britain through the British nationality scheme would not 
be discriminated against. 


PRC Said To Receive Civil Servants’ Files 


HK1502130895 Hong Kong HSIN PAO in Chinese 13 
Feb 95 p 4 


{[Unattributed report: “An Informed Chinese Source 
Says SAR Preparatory Committee Has No Right To 
Receive Files, Central Government Considers Sending 
Representatives to Hong Kong To Acknowledge Receipt 
of Files After Checking Them Against List’’] 


[FBIS Translated Text] An informed Chinese source 
said: During the run-up to 1997, government files that 
include civil servants’ information can be hganded over 
only to the Chinese Government. Even the Preparatory 
Committee of the Special Administration Region [SAR], 
to be set up in 1996, does not have the function of 
receiving files. As for the mode of transfer, it can be 
considered that the Chinese Government will send rep- 
resentatives to Hong Kong to receive the files and check 
them against a list produced by the British side. 


The informed source reiterated: According to the Sino- 
British Joint Declaration, the transfer of Hong Kong's 
sovereignty 1s entirely a matter between the Chinese and 
British Governments. The Joint Declaration 1s an offi- 
cial international agreement signed by the two countries. 
It makes very clear provisions on this area, and must not 
be confused. Therefore. the government files, which 
include civil servants’ information, can be transferred 
only to the Chinese Government, which will then for- 
ward the files to the SAR government. Neither the Chief 
Executive nor the Preparatory Committee can receive 
them. 


The informed source said: According to a decision 
adopted by the NPC in 1990. the SAR Preparatory 
Committee will be an NPC-established framework 
responsible for matters related to preparing for the 
founding of the SAR. including the formation of the first 
government and legislature. All these matters are 
internal affairs within Chinese sovereignty. He stressed 
that so far, no legal documents have conferred on the 
Preparatory Committee the function of dealings with 
Britain and receiving sovereignty. 
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The informed source said: The types and the number of 
files possessed by the Hong Kong Government are 
numerous. That the Chinese Government receives them 
does not mean sending them to Beijing. The Chinese side 
is now considering a mode of receipt, that is, the Chinese 
Government sends representatives to Hong Kong, and 
receives the files, checking them against a list produced 
by the Bnitish side. 


Earlier, asked by our staff reporter whether the Chinese 
Government will charge the future chief executive with 
receiving the civil servants’ information on its behalf, 
Zhang Junsheng, vice director of the Hong Kong 
XINHUA Branch, did not give a direct reply. but said 
this is entirely an internal affair of the Chinese Govern- 
ment. 


The informed source denied that the Chinese Govern- 
ment badly needs to receive the Hong Kong Govern- 
ment’s files and information. He said that the time of 
transfer depends on the different natures of the files. He 
did not exclude the possibility that some of the files will 
be handed over when the British Government withdraws 
on 30 June 1997, and said that the specific time of 
transfer will have to be discussed by the Sino-British 
Joint Liaison Group. 


The informed source admitted, however, that of the 
different types of files and information, the Chinese side 
now badly needs those of major government officials. He 
said: The future major government officials wil! be 
appointed in the third quarter of 1996. So the central 
government needs to have their information as soon as 
possible so it can mak? appointments. 


He denied the ceniral government's obtaining informa- 
tion on major government officials prior to the appornt- 
ment of the future SAR Chief Executive would override 
the future chief executive's power of nomination. He 
said: If the central government does not have this kind of 
information, it will be impossible to determine whether 
the choice of the future chief executive is correct or not 
He stressed that on the question of appointing major 
government officials, the central government is not a 
rubber stamp. He said that if the central government's 
power of appointment were not substantive, it would 
mean the chief executive possessed the de facto power of 
appointment. The informed source added that the power 
of the SAR government must derive from the central 
government, or else it will become a semi-independent 
political entity. He criticized Hong Kong Governor 
Chris Patten, saying that in the remaining years of the 
transition period, Patten ts handling matters of govern- 
ment and power transfer in the direction of making 
Hong Kong a semi- independent political entity. 


Government Aims To Unite Mainland Children 
With Parents 


HK1702040695 Hong Kong SOUTH CHINA 
MORNING POST in English 17 Feb 95S p 3 


[By Connie Law] 
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[FBIS Transcribed Text] The Government aims to unite 
most of the 64,000 mainland children of Hong Kong 
resident parents with their families before 1997. Prin- 
cipal Assistant Secretary for Security Maureen Chan 
Leung Mong-lin said under Article 24 of the Basic Law, 
mainland children who had one or both parents living 
permanently in Hong Kong had the right of abode in the 
territory. 


The Government issues only 105 one-way permits to 
mainlanders every day, 15 of them for children, and Mrs 
Chan said it was reviewing the quotas. Legislator Cheung 
Man-kwong said he was worried there would be an influx 
of mainland children after 1997 and that they would try 
all, even illegal, means to enter the territory. Hong Kong 
could not repatriate them to China because they had the 
right of abode here, he said. 


Mrs Chan said the administration was aware of the 
potential crisis. She said the Government was consid- 
ering increasing the daily number of one-way permits but 
was concerned about social and educational facilities for 
the children. She said the administration would like to 
see most, if not all, children granted permits to stay in 
Hong Kong. But legislator Anna Wu Hung-yuk said the 
Government should not use administrative means to 
deny these children the right to stay in Hong Kong as the 
right was granted under the Basic Law. 


Andrew Wong Wang-fat urged the administration to give 
priority to those aged below 18. Mrs Chan added the 
Government had yet to reach an agreement with China 
on how to deal with the unknown number of mainland 
children born out of wedlock to Hong Kong residents. 


Border Intelligence Pact Reached To Curb Illegals 


HK1702040495 Hong Kong SOUTH CHINA 
MORNING POST in English 17 Feb 95 p 2 


[By Andy Gilbert] 


[FBIS Transcribed Text] Top-lewel talks in Guangzhou 
yesterday resulted in an agreement to step up intelligence 
between Hong Kong and China in a bid to cut down the 
number of illegal emmigrants flooding across the border. 
The two sides at the talks. which focused on the issue of 
Chinese from the northern provinces entering Hong 
Kong through Shenzhen, agreed to swap more intelli- 
gence on syndicates which operate from both sides of the 
border to introduce illegals into Hong Kong at a price. 


Special attention was paid to the problem of northern 
Chinese. The number arrested increased by a third last 
year to 6,700, contrary to an overall decline of 16 per 
cent from 35,193 to 29,536. Police are concerned high 
unemployment in the northern provinces 1s encouraging 
a drift south, with the northerners being responsible for 
much of the violent crme in the border district. Assis- 
tant Commissioner Dick Lee Ming-kwai headed the 
police contingent of a |2-man police, Customs and 
immigration delegation led by Political Adviser Robert 
Peirce. 
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Police Say More Northerners Among Illegal 
Immigrants 


HK 1602053095 Hong Kong SOUTH CHINA 
MORNING POST in English 16 Feb 95 p 3 


[By Ben English} 


{[FBIS Transcribed Text] Police will lobby China this 
week to crack down on northerners entering the Shen- 
zhen Special Economic Zone after a surge in the number 
of mainianders carrying weapons into the territory. 


Officers said yesterday rising unemployment in central 
provinces had unleashed a flood of northern border- 
jumpers in the past year. 


Arrests of northern illegal immigrants ran contrary an 
overall 16 per cent fall, going up by a third to more than 
6,700. 


Total arrests fel from 35,193 to 29,536, sending the 
proportion of northern offenders from 13.5 per cent to 
21 per cent. 


Many brought weapons, typically knives, to carry out 
robberies in the border district as supplies ran low and 
they ran into language difficulties. 


A top-level police delegation led by Assistant Police 
Commissioner Dick Lee will join politicians and cus- 
toms and immigration officials in Guangdong to meet 
provincial government leaders today for the | Sth annual 
border-liaison review. 


It is understood the issue of northern-based illegal imm- 
grants will be at the top of the Hong Kong delegation’s 
agenda. 


“It's a very worrying trend and something we will raise 
with the Chinese,” said Chief Inspector Stan Dudviak, 
officer in charge of the Anti-illegal Immigration Control 
Centre. 


“These northerners are responsible for a lot of the 
robberies but they should not be able to get into Shen- 
zhen in the first place 


“We need a crackdown from their side.” 


Chief Inspector Dudziak said the upsurge mostly ema- 
nated from Jiangsu Zhejiang and Hunan. But some 
offenders had travelled from as far as Dahan, northeast 
of Being. 


The number of mainianders caught with weapons 
jumped from just one in the first s:x months of 1994 to 
16 an the past eight months. 


Police chiefs have told border patrols to treat every 
illegal immigrant as armed. They warned the problem 
would escalate this year, with the collapse of state-owned 
enterprises expected to double China's jobless rate. 
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The officer in charge of the border Field Patrol Detach- 
ment, Senior Superintendent Richard Tudor, said the 
increase in armed illegal immigrants was one of the main 
concerns of border police. 


“I don’t want to be an alarmist but it is a serious 
problem.” he said. 


“The offenders that carry out the robberies and use 
weapons are the desperate ones. They are hungry, tired 
and because they can’t speak Cantonese they resort to 
crime. 


“The ones from southern provinces can more easily slot 
into Hong Kong—they often have relatives with which 
to seek shelter and food, they speak the language and 
they may get a job.” 


The number of burglaries in the border district, which 
stretches from Tsim Bei Tsui in the west to Shataukok, 
has risen 29 per cent to 146 in the past year. 


Canadian Immigration Officials Court Indian 
Community 


HK1702062295 Hong Kong EASTERN EXPRESS in 
English 17 Feb 95 po 


[By Michael Bociurkiw] 


[FBIS Transcribed Text] Faced with the prospect of 
becoming stateless after the 1997 handover, members of 
Hong Kong's Indian community are being courted by 
provincial officials to apply for Canadian citizenship. 
The invitation came from the British Columbia minister 
responsible for immigration, Moe Sihota, as many mem- 
bers of the community assess their options on whether to 
stay in Hong Kong past 1997 without full citizenship, or 
to seek a toehold somewhere else. “People have to deal 
with the 1997 issues,” Sihota said. “It does hover above 
them and they have to make decisions.” 


Sihota, of Indian descent, was in Hong Kong as part of 
an Asian trade and investment mission, which included 
a Stop in India. Over the past two days, he has held two 
separate sessions with members of Hong Kong's Indian 
community in a bid to encourage them to emigrate to 
British Columba 


Sihota said he 1s well aware that many will become 
Stateless once Hong Kong reverts to Chinese rule. He 
said that even though Canada 1s one of the most popular 
destinations for Hong Kong residents, few Indians 
bother to apply for Canadian visas—perhaps because 
they are unfamiliar with the various programme categr- 
ries. “We have seen very few applications from people of 
Indian background in Hong Kong, so we have made a 
special effort to talk to them while here. We've planted 
many seeds while we've been here,” he said. 


About 60 per cent of bus:ness immigrants from Hong 
Kong end up settling in Britssh Columbia, Canada’s 
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westernmost province. Its buoyant economy, large (hi- 
nese community and proximity to Asia has made it a 
popular destination for Hong Kong immigrants. 


During a news conference yesterday, Sihota said current 
loopholes in Canada’s immigration policy have allowed 
less-qualified immigrants from Hong Kong and other 
places to enter British Columbia through the French- 
speaking province of Quebec, which routinely rubber- 
stamps visa applications in order to boost the number of 
total immigrants it receives each year. 


Indeed, a provincial immigration official said that as 
many as 80 per cent of immigrants who land in Quebec 
end up resettling in another province. “It's true that a 
majority or good percentage come to live in British 
Columbia,” Sihota said. He said he plans to raise the 
resettlement issue with federal immigration officials in 
Canada. “There seem to be benefits accrued to one 
province at the social and economic expense of others.” 
Sihota said he was also unhappy with what he described 
as a policy reversal on the part of the ruling federal 
Liberal party to cut immigrant intake levels 


During the 1993 federal election, the party said it would 
boost intake levels. But last November. citing decreased 
worldwide demand for visas. the Liberals announced 
they would reduce the level from the 1994 target of 
250,000 to between 190.00 and 215.000. The federal 
government is also considering asking newcomers to 
shoulder a greater share of the costs of setthng them in 
Canada. Sihota said that reducing intake levels 1s a step 
in the “wrong direction”. and that the move has put the 
party in disfavour in many ethnocultural communitics in 
Canada. 


In 1993, British Columbia's immigration hit a 40-\ear 
high, bringing it closer to becoming the first province of 
choice for new, Canadians. About 18 per cent of the 
250,000 immigrants that came to the country that \ear 
settled in British Columbia. Traditionally. the province 
has taken about 14 per cent of immigrants. The prov- 
ince’s Statistics agency attributed the increase to fay our- 
able economic conditions in British Columbia. Its job- 
creation count 1s the highest in Canada for at least halfa 
decade. 


Mainland Journalist Dai Qing Warns Media 


HK1702062495 Hong Kong EASTERN EXPRESS iy 
English 17 Feb 95 p 3 


[By Didi Tatlow) 


{[FBIS Transcribed Text} The prominent mainland jour- 
nalist Dai Qing, who was jailed for |! months for her 
role in the Tiananmen Square protests, yesterday issued 
a strong warning to Hong Kong's media that it faced the 
equivalent of an “intellectual date rape” after 1997 
Predicting that “the Chinese Communist Party will do in 
Hong Kong what it did 1n China’, she sand Hong Kong's 
future lay with people who were willing to cxercise 
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“individual! responsibility” and resist political pressure 
from Being after the handover. 

Dai Qing leads the movement against the controversial 
Three Gorges Project on the Yangtze [Chang Jiang} 
river. Her book opposing the project, published in March 
1989, was banned shortly after the June 4th massacre on 
the grounds that it “abetted the turmoil”. She said some 
hope for Hong Kong lay in the possibility that “by 1997 
China may have changed”. “If Hong Kong wants ‘soft 
things’, like playing and goods, it will be permitted that,” 
Dai said. “But there are some unpleasant people with 
unpleasant attitudes towards Hong Kong.” she said. 


The Hong Kong media had certain powers which it 
should use, she said, citing her own example. Dai 
obtained permission to travel to Hong Kong this time 
only after it was repeatedly pointed out to the Chinese 
government how much bad publicity would arise if her 
request was rejected. 


Dai was prevented from leaving China to take up a 
Nieman Fellowship in late 1991. and went only after the 
public intervention of the US Secretary of State at the 
tome, James Baker. She was fired from her job on China's 
leading intellectual newspaper, the Guangming Daily. 
for her support of the Tiananmen Square democracy 
movement and her outspoken opposition to the Three 


Gorges project. 


The situation was changing in China now, but pot 
necessarily for the better, Dai said. Deng Xiaoping’s 
economic reforms were making people wealthy, and 
“powerful people have a gun in one hand and money in 
the other now. It's not very pleasant.” 


TY Station To Shift Emphasis Away From 
Political News 

HK 1602062295 Hone Kong EASTERN EXPRESS in 
English 16 Feb 9S p 2 


{[FBIS Transcribed Text] The ATV network beheves 
Hong Kong viewers have lost interest in political news 
and 1s shifting its emphasis to social issues. 


Leung Yu-shing. the controller of ATV's news depart- 
ment, said yesterday the media had emphasised political 
news since the 1997 issue arose +n the early 1980s. 


“The audience 1s already fed up with ut.” he said 


Leung made the change after taking charge of the news 
department six months ago. 


“| wanted more stones related to people's life, such as 
transport. medical services, pensions and housing.” he 
sand. 


“News stones should have more exciting footage and 
fewer talking heads.” 


Leung said since then, AT V's ratings for the 6pm bulletin 
had increased from nine to |2 points in six months. 
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An assistant controller of the nval TVB news depart- 
ment, Leung Ka-wing, disagreed. 


Construction of Beijing-Kowloon Railway Viewed 
HK1702070095 Hong Kong WINDOW in English 17-23 
Feb 95 p 27 


[From Gao Fengfeng in Being) 


[FBIS Transcnbed Text] Construction of the Bewying- 
Kowloon Railway has progressed smoothly. So far, more 
than 2,000 km of single track has been laid and the 
Bejing-Kowloon Railway Construction Office under the 
Ministry of Railway is confident that the new line will be 
completed by the end of this year. Launched in 1992, 
work on the 2,370-km lie ts going on in 10 separate 
sections simultaneously. The Shenzhen-Kowloon section 
will be built after China resumes exercise of sovereignty 
over Hong Kong in 1997. The new line 1s expected 
greatly to ease congestion of the country’s north-south 
transport and help maintain the prosperity 2c stability 
of Hong Kong and Macao. 


Mammoth project: With a total investment exceeding 
RMB30 billion [renminbi] (US$3.53 billion), the line 
involves moving some 20 million cubic metres of earth 
and stone for the railway bed, and building 549 large and 
medium-sized bridges with a total length of 180 km and 
126 tunnels extending 57.6 km. In 1994, China pooled a 
total of RMB! 2.96 billion (US$1.5 billion) to build this 
artery. Apart from RMB325 million collected from the 
provinces concerned and some RMB200 million from 
abroad, the lion's share of the input was contributed by 
the Ministry of Railway. 


Ministry statistics show that by November 1994, 91 per 
cent of the under-rail construction, 96 per cent of the 
bridges and 80 per cent of the tunnels had been finished. 
The section across Shandong province in north China, 
about 300 km, 1s all but completed. As 1 threads mainly 
across plains and thus does not require tunnels, there 1s 
not much difficulty in laying tracks. “The main body of 
this brdge has been completed. The whole project 
should be ready by the middle of 1995." says Jiang 
Chenglu, senior engineer of China Railway Construction 
and Management Corporation, the builder of this sec- 
tron. 


Completion of the Shandong part also includes laying of 
double tracks in some sections. Among these, the Heze- 
Shangqiu double-track line went into tnal operation in 
August 1994. “Our next step 1s to build railway stations 
and to install the signalling system. Besides government 
investment, we are going to use 23 billion yen loans from 
Japan in purchasing raw matenais and relevant equip- 
ment from abroad,” Jiang adds. 


The Beting-Kowloon Railway extends about 230 km 
across Anhui province. The laying of track has just begun 
at Fuyang, with some 80 km of track completed. For 
Jiangxi province, it 1s a different story. As adverse 
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geological conditions prevail in this area, the construc- 
tion of this section, extending 800 km. is rendered more 
difficult. And six out of the 14 key projects for the whole 
line are concentrated there. 


The 14 key projects include four tunnels and seven 
bridges, all of which are Herculean construction tasks. 
They are considered sine qua non of the whole route. 
There are altogether 23 big bridges and mors than 90 
tunnels in the Jiangxi section, all tough nuts to crack. 
Among the six key projects in this region, the Jian bndge 
(2.6 km) and Taihe bridge (1.9 km) spanning the Gan- 
jiang River were finished despite last year's floods. 


Tunnels: November 1994 saw the completion of three 
mayor tunnels in the section. They are the Qingyunshan 
Tunnel (2.2 km), the Leigongling Tunnel (3.7 km) in 
southern Jiangxi and the Yingpanshang tunnel! (1.3 km) 
in central Jiangxi. A 2.5-km tunnel, called Qiimg, in 
southern Jiangxi, 1s labelled as “the most uphill task” of 
the whole route. The karst rocks and high-level under- 
ground water there make construction difficult. Never- 
theless, the tunne! was cut through in October 1994 
ahead of schedule. The whole project is expected to 
finish by April 1995. 


“These 14 kev projects are so vital that the tumely 
completion of the whole line 1s largely dependent on 
them. In 1994, all the key projects were enther finished or 
made remarkable progress, so there will be no problems 
for the line to be completed by the end of 1995.” says 
Zhang Bing. an official with the Bering-Kowloon 
Railway Construction Office. 


For 1995, the focus wall shift to the building of railway 
Stations and installation of the signalling system. An 
official with the Foreign Fund Office of the Ministry of 
Railway reveals that a loan of about US$!100 milhon 
from the Asian Development Bank will be used for the 
signalling system. The bank has already provided 
US$200 milhon for the railway construction 
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Macao 
Macao Official Comments on Sino-U.S. Trade 
Disputes 


OW'1 702043895 Beijing XINHUA im English 0426 
GMT 17 Feb 95 

{[FBIS Transcribed Text] Macao, February !7 (XIN- 
HUA}—A Macao government economic official has 
expressed the hope that during the current talks China 
and the United States could reach an agreement to avoid 
a trade war. 


Maria Gabricla Dos Remedios Cesar. director of the 
Economic Department, said that if the trade war occurs, 
both China and the United States wi! suffer senously. 


She said the trade war would also affect Macao, because 
the U.S. 1s one of the leading export markeis of Macao. 


She noted long-term trade disputes between the two 
countries would have bad influence on investment envi- 
ronment in the Chinese maimland, Hong Korg and 
Macao. 


Draft Accord Signed on Macao Airport Procedures 
OW 1502234095 Beying XINHUA in English 1°20 

GMT 15 Feb 9S 

[FBIS Transcribed Text} Macao, February 15 (XIN- 
HUA}—Civil aviation officials from Chira’s mainland, 
Hong Kong and Macao have signed a draft agreement on 
ike arnval and departure procedures at Macao Interna- 
tional Airport. 


During the five-day expert talks, the three sides also 
reached consensus to choose Shenzhen as a transient 
entry area for aircraft taking off from the Macao airport. 


Moreover, an air traffic management center will be 
initially be set up in Shenzhen to adjust the flying height 
and order of aircraft's entrance into Sanzao Airport im 
Zhuhai and the Macao airport. The center 1s expected to 
be moved into Zhuhai in two vears 


The meeting on the arrival and departure procedures at 
the Macao International Airport was held from February 
10 to |S in Macao. 

The civil aviation officials from China's mainiond, Hong 
Kong and Macao will hold talks on the transf-r of air 
traffic management of these three places 
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